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Financial Summary 


Dollars in millions, except per share amounts 1993 1992" 199q"") 
Operating Results 

Sales and Revenue .oeccscsscscsscssssessssssssseseseessneseneeeens $4,408.4 $4337.0 $4,386.46 
Income from Continuing Operations .....ccccecs- 134.4” S77" 2617 
(Loss}/Income from Discontinued Operations. (108.4) {162.2} 169 
Cumulative Effect of Accounting Changes........ — (190.0) - 
Net Income /|LOSS) .......cscssescscsecessesecssteesseteerseneeen 26.0 (294.5) 218.6 
CRG ExBencturesincccenceresennacnsssanenersnnmseenaeceras 309.6 398.4 447.0 
Depreciation and Amortization ............. 227.7 224.9 2329 


135.0 130.0 128.1 


Research and Development Expenses 


Financial Position 


TIPE on czsciniucpecwndssneaciacioerion suena cones sans $6,108.6 $5,598.6 $6,007.| 
A esfietl MIEN esleih 2s aerrosdepaomneorsees eeceenees soteienenreaeweeny 1,706.1 1,819.2 2,259.4 
Common Shareholders’ Equity ......cc:sssssc0ssscs000000 T5102 1,897.5 BOlsA 
Data Per Common Share 

Earnings from Continuing Operations................. $ 1.46 $ 64 $ 231 
Cumulative Effect of Accounting Changes........ - (2.12) = 
Bo rriting si ( Beis6 a omcrvesesnnatsacmsrrannnasmeninsienens 28 (3.29) 2.50 
Civile sh cconnaccsanarenres grees unenenenacerecemrrnreonad 1.40 1.40 1.40 
Book Value w..cccccu... RAG ARERR RLS 16.16 IY 22:77 


Other Information 
Common Shares Outstanding - 


End of Year (thousands) .... conn 93,465 89892 88,603 
Common Shares Outstanding - 

Average (thousands) ..... s ” ~; 91,461 89.548 87,236 
Dividends Paid on Common Stock .............. out IZ7D § 1254. F 1220 


Number of Employees — Continuing 
Operations (thousands) «00... on. A 34.0 32:8 32.9 


\lCertain amounts have been restated to conform to the 1993 presentation 
“Includes a provision of $100.0 after taxes reloting to asbestos-related insurance coverage 
“Includes a provision of $140 0 relating to a fumed silica plant in Belgium 
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About the Company 


Grace's mission is to maximize long- 


term value to shareholders while 


balancing value to other 


stakeholders — employees, 


customers, suppliers and 


communities. It is the world's 


largest specialty chemicals company 


and holds a leadership position in 


specialized health care. Through the 


hard work and dedication of the 


34,000 employees who staff 


Grace's continuing operations 
p' 


worldwide, the Company 


generated soles and revenues in 


1993 of $4.4 billion and operating 


income of $381.7 million. 


GRACE AT A GLANCE 
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GRACE Construction Products 
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<< GRACE Container & Specialty Polymers 
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To Our Shareholders: 


ear ot progress tor your Company. Despite rece n-impccted results ir 
F pe peratina income w it r ents pe rare. We ac lished this by 
1OgTessively grov } Our six re businesses. especially health care and cata ysis, onc t y 
ntinuing t ! t 
OL ting events during the year req } O verage and imp 
alerts imposed by the FDA on disposable medical products are being favorably resolved ir 
094 I 29 e 
¢ divested ove million of nor nesse 
ereg 2d to nore than $ m 
* invested over $320 n n strateg uisit engthen ou e businesse 
| . j 
| On the softer side of the Come re involving, energizing and motivating our 
thor ind bale f yees tc >| Ke e tter cr et k 1 invest 
\A/e ' 
VVe ve done [nis by 
| 1) Re 1 borrie } ther rey: nents t eote f ior 
mprovement 
?| Establish 1Q incentive system that re Wiz na reward yee contributions — at 
} hanging iHlituaes and be 
e ] 3 ef }! v 
e Stretch target reg } ) t target = 
eA sense of urgency in everything we d 
4 ii Ind apply best practice tror ond itside the omopor 
5) Understanding that yesterday's “hard issues’ (i.e., budget, margins, manufacturing) 
ire limiting, while today’s "soft es’ (vision, values, incentives, “fire in the belly”) 
are itl 
Al this is in line with our Ji aon, announced 991, to maximize value tor 
y } aes t ‘ . ri ther evidence 
progre be | 1d in the cha nthe t wing pages. | | you fo study it ana t 
K we fe n tne rignt OcK 
ompany today than il wa e yea 
en stronger cc yo yeo T WwW 
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om n, or 1 pit 3 hieve tnat 
t there yet, but we have momentum 


THE REFOCUSING OF W. R. GRACE & CO. 


|. RESTRUCTURING 


*Lines of Business 


* Divestments 


* Capital Spending 


* Acquisitions/ 
Joint Ventures 


*Research & 
Development 


* Quality Assurance 


Il. GLOBALIZATION 


* Product Lines 


* Asia Pacific 


28 businesses, more than 100 
different product lines. 


Announced plan to divest 
noncore and nonstrategic 
businesses and use proceeds 
to reduce debt and build 
core businesses 


Of $513.7 million worldwide, 
only 43% directed to core 
businesses 


Opportunistic. Unfocused. 
No overall strategy. 


53% of $1475 million aimed 
at core businesses 


Only 10 Grace plants world- 
wide had International 
Standards Organization (ISO) 
certification 


Operated and managed 
through sectors, groups and 
divisions. 


No coordinated strategy 
in region. 


Six core businesses. 


Completed three-year 
divestment (DV) program with 
$1.5 billion in proceeds 

An additional $700 million 
of DV proceeds expected 
inl994 


Of $309.6 million world- 
wide, 92% invested in core 
businesses. 


Focused on core businesses: 

¢ Home Intensive Care 
{health care — U.S.) 

Riggers (health care — 
Germany} 

¢ Grace Kaustik 
(packaging — Russia) 

¢ Aquatec (water treatment — 
Latin America} 


Over $500 million invested 
in strategic acquisitions 
since 1990 


78% of $135.0 million 
invested in core businesses 


More than 20 Grace plants 
certified in 1993 alone. 


Appointed global product 
line manager for each core 
business and eliminated 
organization layers 


Established Hong Kong 
management suppor! center 
for all product lines. Initiated 
regional development plan. 
Doubled resources employed 


Be the worldwide leader in 
each of our businesses 


Focus on those businesses with 
greatest potential for growth 
and where Grace has a 
competitive advantage as 

a world leader 


Ensure all incremental 
investment provides returns 
that exceed cost of capital. 


Grow core businesses 
domestically and 
internationally through 
strategic acquisitions 
and alliances 


Ensure future leadership of 
the core businesses 


Attain world-class quality 
for competitive advantage 
at all Grace plants 


Provide customer-driven, 
high-quality products and 
services at lowest possible 
cost on a global basis 


Position Grace for competitive 
leadership in this most 
robust area of the world. 


*Latin America 


* Packaging 


*Health Care 


* Support Function 
Councils 


COST MANAGEMENT 


* Overhead 
(ex Health Care Costs) 


* Health Care Costs 
(U.S.) 


* Corporate Officers 


* Layers of 
Management 
from CEO to 
Product Line 
Managers 


* Headcount 


* Management 
Systems 


Had only limited exposure 


Essentially a don 


Ddusiness. 


Growing 


ompony « 


st fISINQ at 


more than 12% per year 
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Disjointec. Not integrated 
Duplicated and 


overlapping 


Reengineered administrative 


activities ana integrated 
Aquatec acquisition. Initiated 


reqiona deve opment plan 


Indonesia, 


Pakistan 


Expanding into Argentina 


zech Republic 


slic, Hungary 
ina, South Korea, U.K 
Germany and Taiwan | 


Established ¢ ouncils for 


tinonce, R&L 


logistics 
management information 


< ' 


SY 


engineering anc environment 


ems, human resources 
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health and safety 


Reduced by more than 


Um lion from 


ray 
GH 


Implemented new 
in 1992 and redu 


(continuing operations) 


Im Ning 7 
mplemen Ing ¢/ 


5 major 
nitiatives recommended 


by six internal task forces 


focused on identifying 


>race tor 


Fosilion 


competitive leadership in 
this growing area 


Aggressively enter every 
economically viable 


global market 


leverage the best minds 
across the world, working 
na boundaryless 
compony transferring 
‘best practices” in efforts 
to provide high-qualtiy 
services at the lowest 


possible cost 


Make efficiency a way 


ot lite at G 


Institutionalize cost 


containment measures 


Speed and improve decision 
making by delayering and 


streomining 


Divest noncore and non 
strategic businesses 
Eliminate Guplication of 
functions and administrative 


overlap 


Do more with less by 
consolidating, integrating, 
mproving and eliminating 
systems in order to save 


$ 100 million per year 


IV. FINANCIAL RESULTS 


* Operating Earnings 


* Debt (Total) 


* Debt-to-Capital Ratio 


* Market Capitalization 


* Return on Equity 


* Return on Total 
Capital 


* Total Return 
to Shareholders 


V. HUMAN RESOURCES 


* Company Culture 


*Human Resources 
Development 


* Communications 


$174.6 million 
$2.3 billion 
54.4% 


$2,062 million 


Underperforming its peers 
and the market averages 


Diverse. Each business had 
its own culture. Separate 
“fiefdoms.’ 


No coordination among 
units. No overall strategy or 
standardized criteria for 
employee performance, 
incentives, training anc 
evaluation. 


No mechanism for 
employees to communicate 
directly with senior 
management 


$234.4 million (up 34%) 


$1.7 billion (down 26%) 


52.9% 


$3,804 million 


Three-yeor average annual 
total return of 24% 


Moving toward greater unity 
Focused on “Team Grace’ 
concept 


Appointed senior human 
resources executive to 
imolement world-class 
human resources 
management programs. 


Toll-tree telephone line 
installed along with e-mail 
to encourage employee 
feedback, suggestions, 
commentary 


Grow by more than 10% 
annually. 


Manage debt level! to allow 
Grace to achieve its growth 
objectives 


Target is 45% to 50%. 


Maximize total value over 
the long term. 


Target is 20% 


Target is 15% 


Maximize total return to 
shareholders over the 
long term 


Strengthen common value 
system with global commit- 
ment to excellence 


Develop diverse, multicultural 
team of best people. Put them 
in the right jobs with the right 
reward systems to encourage 
“stretch” achievements. 


Unlock ideas and creativity 
of employees at all levels 


GRACE SPECIALTY CHEMICALS 
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GRACE Packaging 
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$1,256.1 


The Total Systems Approach 
As a “total systems” business, 
Grace Packaging is responsive to 
the complete packaging/ 
marketing/merchandising needs of 
customers. This approach 
encompasses package design, 
p film that could be carefully selection of materials and 
cauliflower and carrots. The film's breathability machinery, installation and startup 
sell its products to of equipment, operator training 

supermarkets and toad service b ses across the nation. The film protects p fe and ongoing full-service support. 
Jamage cau 


Manr 


nciuge low film cost and the availability of fiir ) Ic DAC 10 pret med Dags 


GRACE Packaging |continued} 


for manual filling. This is a valuat 


gictate quick Changes in produc shishcotedienti fecha 
Sin thet { 
Grace Packaging is forging business partnerships with entrepreneurial companies such as 
: Dartresh ner packaging 
marketing opportunity that could domir riment in the next : a 
: J€ é "i gly aispiayeéd 
as much as 25% of total produce sales by the year 2000. Cryovac 
Jartresh vacuum-skin packaging 


advanced film formulations help keep these perishable products fresh 


J a new measure o 3 Working in partnership with Groce 


Lobeyre 1s ogding varety and 
elegance to the family dinner toble 
c ry 
or French Duck 
one of the true culinary delights of the Frenct 
| 
| 


eading restaurants but only rarely tinding its 


iner table. It was an important sep, therefore 


1 duck liver 


when Labeyrie — a leading French supplier o 


i1Imon and smoked duck fillets — decided to venture into super 


pate, foie gras, sr 
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markets with nigh qual ty duc k products moking them avaiable to all consumers in france 


Equally important was the selection of the right packaging material. Labeyrie demanded a 


hea ~ Dartracth 
re Uryovoc variresh vacuult 


superd packaging solutio 


convenience in opening the pack 


Labeyrie relies system to package fresh-cut duck breasts and fillets, dried 


smoked whole or sliced breasts and diced products. At the packaging plant, the system 


s proven its tlexibility and versatility as machine 


pending upon the product being processed 


weases Labeyrie products for maximum consumer appeal 
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The quality 


well as Su \ juced last year — evidence that duck specialtie 


reserved casion banquets but are fast becoming an affordable c 


addition to every French dinner 


An Olympic Feat 

One million meals served during 
the 1994 Winter Olympics included 
foods packaged in Cryovac C300 
casings. These unique casings 
preserved the fresh-made quality 
and flavor of soups and stews 
prepared by the “cook and chill” 
method by Gilde/Hed-Opp, one of 
Norway's largest meat producers. 
At mealtime, the Olympic service 
kitchens simply reheated and 
served 120 tons of food in Cryovac 


casings. 


GRACE Davison 
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2d in the “cat cracker” and refinery 


© use its analytical tools to 


Top-notch Technical Service 
Grace Davison places a powerful 
arsenal of R&D, analysis and 
technical service support tools at 
the disposal of its customers for 
each of its primary product lines — 
fluid cracking catalysts, polyolefin 
catalysts and silica/adsorbents. For 
polyolefin catalyst customers, 1993 
marked the establishment of a new 
Grace technical center in Worms, 
Germany and an increase in 
development and evaluation 
capabilities in the U.S. to prepare 


for evolving process technologies. 


GRACE Construction Products 


struction products with a strong sf 


architectural and engineering markets. For many Grace construction pr a Bituthene waterproofing systen 
provide long-term protection for 
accrues to the owner of the structure in the torm of long-term structural integrity j 
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oncrete admixtures and cement 


yrinding aids protect Ho 


lutions. It outperformed the competition, solving a 


concerns. Critical am ng them was a hy rocarbon-resistant 


waterprooting system to protect the structure from yfrounawoater 


different thicknesses, along with a hydrocarbon-resistant lap tape, were manufactured 


: suey. a . 
s tically tor the project. loday, plans call tor over 2.2 million square feet of Bituthene 
waterproofing to be installed on the underslab, walls and roof deck e approach tunnel to 


the steel tube that will run beneath Boston Harbor 


In-place performance is critical in a blazing inferno, where fireproofing undergoes its toughest test 


Monokote tireprooting aced that test when structural steel remained undamaged during a fire at 
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the Children’s National Medical Hospital in Washington 


> hard, durable surtace that resists damage 


Robert J Bettacchi, President 


exceeds all essential performance standards. In fact, 


Grace Construction Products 
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project engineers were 1 w 5 
p as been specified for the 
hospital's new addition now under constructior 

Simnaihenna the Age Racih ck 


The ¢ suangzhou Shenzhen-Zuha Superhighway project 


| Standing Up to Mother Nature 
Grace construction products - 
concrete admixtures, cement 


processing additives, fireproofing 
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GRACE Dearborn Water Treatment & Process Chemicals 


For more than a century srace Dearborn has engineered water treatment ana proce 
chemical! technologies that helr istomers manage their systems to meet environment 
and process improvement goals. Grace Dearborn products and consulting service: 


prolong cap tal equipment lite, promote process improvements and conserve water and 


Foods rely on Dearborn Sterisale to treat process water used in the 
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| n the pulp and pape justry, Grace Vearborn te ies promote 1 use of 

secondary tiber (recycled paper) and improved paper quality. They eliminate the need 

solvent-based cleaners and increase overall productivity by controlling the “stickies” that latch BB fon Prestnell, President 
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GRACE Container Products 
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GRACE HEALTH CARE 


iInC | 


through its National Medical C 


1993 health care operations had s 


network. Ir 


and operating income after taxes of $142 million 


Dialysis Services 


Rico. It also operates 3( 
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wealth of shared experience and information 


Each clinic 


s medic ol airector is a pra icing 


ogy and the care of dialysis patients The direc 
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alysis oroaducts and services and ope 


Grace Health Care operates more than 470 outpatient d 


are. Within its expansive ¢ 


f nursing heads a team of nurses and patient « 


YMC} subsidiary, is the leading, fully integrated 


a strategically placed home health care 


an increase Oo 
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is clinics across the U.S.A. and in Puerto 


inics internationally in 
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ace is currently expanding this intern 


and hopes to be operating in almost a dozen countries by yearend 1994 


1) patients on anc ngo ng 


re employees are committed to providing quality 
nical network, patients benefit from 


local physician with extensive experience in nephrol 


S supported Dy a group Of ottencing pny 


social workers and dieticians, collaborate with physicians in the delivery of patient care 


has a technical support st 


maintaining all equipment at pe 


manager, who serves as the main link between the facility and 


manutacture 


att to contribute to overall efficiency. The chief 


technician directs equipment and reuse technicians, who are responsible for 


operating performance 
9g 


4 


Grace Hea ffices 
Medical Products 
Through ar dr k of international plants 
distribution centers and ervice sites. ( 
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Treating the Whole Patient 


i viet 
al be ecece cel eee we —— —- In addition to life-sustaining 
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dialysis treatments, Grace 
Health Care offers dialysis 
patients an array of ancillary 
services and diagnostic testing 
to safeguard their health. 
These include intradialetic 
parenteral nutrition for patients 
with gastrointestinal malfunction; 
erythropoietin for patients who 
strives to provide faster routine and emergency order processing to delive need to boost production of red 
ducts to health care providers and patients, whether in a dia enter or at home blood cells to counter anemia, 
centrates in the U.S., Grace h Care wil and podiatric services for patients 


with poor circulation. 


GRACE HEALTH CARE {continued] 


Grace's Renacare, a leading manufacturer and distributor of dialysis products in the U.K., 


a new concentrate plant in Nottingham in 1993. From this centrally located facility 


70% of 


Grace provides products to the hemodialysis patients in the U.K. In addition to 


standard concentrates, the nev 


se liquid bicarbonate, Rer 


By eliminating a mixing sep Renac arb frees ine diclys s nurse to focus more on ootient care 


Grace's Riggers Medizintechnik GmbH, a lier of dialysis products in unitied Germany 


also manufactures a state lly stable dialysis 


machine engineered with adv ultrafiltration monitoring capabilities 


{ IND 910 
In its tirst year ction. the HDR lO ; 


as Operated successfu ly in 


more than 25 centers in Germany. It is currently in clinical trials 
at an NMC dialysis center in the Czech Republic and will undergo 


similar evaluations in Argentina later in 1994 


With an extensive diclysis-specitic test menu, Grace's LiteChem is the 


eading clinical laboratory servicing end-stage renal disease (ESRD) patients and their care 


providers in the U.S. LifeC based laboratory data management ine, simplifies 


test ordering based on a patient's specitic clinical requirements. Through LifeLine, the dia 


ysis care 


provider con easily utlize both clinical and laboratory res 


innovative Statistical Test Analysis Reports jram allows the dialysis care provider to compare 


local pa 


ient test resulis against ao nationwide 
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Homecare Services 


While the iss 


n the U.S. has creoted uncerta nty in the nd stry, Grace 


Health Care has held to a course o 


( 


growth and clinical excellence strength ening its position 


as o leading provider of nome infusion ana respiratory services 


Homecare operations grew substantially during 1993 through a series of acquisitions 


designed to broaden service capabilities and increase geographical presence, |he 


opment of a national network of home nursing care capabilities be jor 


on o regional 
basis in 1993, moving Grace closer to its goal of becoming the first national provider of 


integrated homecare services in the U.S. Nationwide, Grace Health Care now operates over 


100 home intusion and respiratory service locations serving more than 40 states 
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Cost-Effective Health Care 
While overall health care costs in 


the U.S. have skyrocketed, the 
price tag attached to dialysis care 
has actually dropped. From 1974 
to 1992, U.S. health care costs 
jumped a whopping 389%, a 
nearly four-fold increase. However, 


the average cost of dialysis 


The managed care arena, with its emphasis on cost containment, represents a new frontier treatment dropped by 9%. NMC 


ot opportunity for 


the home health industry. Health care reform provisions currently | 


under keeps a sharp eye on expenses and 


Rd AY, ee | af r 
which Grace Olt a] 


has reduced the cost of providing 


well equipped to com 


treatment by leveraging overhead 
expenses and increasing 


efficiencies such as dialyzer and 


bloodline reuse. 


MANAGING FOR ASSURANCE 
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lo} Excludes a provision of $140.0 relating to 
a fumed silica plont in Belgium. 


Management's Discussion and Analysis of Results of Operations and Financial Condition 


Overview 

Sales and revenues increased 8% in 1993 over 1992, excluding businesses divested in 1992; including the 
divested businesses, 1993 sales and revenues increased by 2% as compared to 1992. Sales and revenues 
increased 9% in 1992 over 1991, excluding businesses sold in both years. 

In the third quarter of 1993, Grace recorded a special noncash after-tax charge of $300 million ($475 
million pretax) to reflect ao September 1, 1993 decision of the U.S. Court of Appeals for the Second Circuit, 
which had the effect of reducing Grace's insurance coverage for asbestos property damage lawsuits and 
claims. In the fourth quarter of 1993, Grace reversed $200 million of the after-tax provision ($316 million 
pretax) following the Court's decision to grant Grace's petition for a re-hearing concerning the September 1, 
1993 decision; the remaining after-tax provision of $100 million ($159 million pretax) reflects anticipated 
additional legal expenses and other uncertainties related to Grace's asbestos lawsuits and claims. In the third 
quarter of 1992, Grace closed its Belgian fumed silica plant and recorded a one+time provision of $140 million, 
representing the entire net book value of the facility and certain additional expenses. Excluding the 1993 
asbestos and 1992 fumed silica charges, income from continuing operations for 1993 increased 19%, to 
$234.4 million, over 1992 (including businesses divested in 1992). Income from continuing operations 
decreased by 2% in 1992 as compared to 1991 (excluding the provision relating to the fumed silica plant, but 
including businesses divested in both years). 

For all periods presented, the statement of operations has been restated to reflect the classification of certain 
businesses as discontinued operations, as discussed in Note 6 to the Consolidated Financial Statements. 


Specialty Chemicals 

Including the results of chemical businesses divested in 1992, sales and revenues decreased by 5% in 1993 as 
compared to 1992, and operating income after taxes (operating income) decreased by 6% for 1993 versus 
1992 (excluding the 1992 provision related to the fumed silica plant). 

The following discussion excludes sales and revenues and operating income of divested businesses and the 
fumed silica provision referred to above. 

Sales and revenues increased 3% in 1993 as compared to 1992, reflecting favorable volume and price/ 
product mix variances estimated at 6% and 2%, respectively, offset by an unfavorable currency exchange 
variance estimated at 5%. Volume increases occurred in 1993 in packaging |due to improved sales of films and 
laminates), water treatment (reflecting the acquisition of Latin America’s largest water treatment business in the 
first quarter of 1993), fluid cracking catalysts and silica products [reflecting improvements in market share and 
pricing) and construction products (reflecting the introduction of new concrete admixtures and stronger sales in 
waterproofing systems). 

Operating income was flat in 1993 compared to 1992. North American results significantly improved in 
1993, as strong growth occurred in packaging, fluid cracking catalysts and silico products and construction 
products, due mainly to the volume increases noted above. European results for most product lines were 
adversely affected by continuing recessionary conditions, leading to reduced profitability; however, results for 
European fluid cracking catalysts and silica products improved, primarily due to increased volumes achieved 
following the withdrawal of certain competitors from this market in 1992. In Asia Pacific, favorable results were 
achieved, primarily in packaging and fluid cracking catalysts and silica products. In Latin America, results were 
down, primarily due to the costs of integrating the operations of the new water treatment business, partially 
offset by favorable results in packaging. 

Sales increased by 5% in 1992 compared to 1991, excluding from both periods the sales of chemical 
businesses divested in both years; sales were essentially flat including those businesses. The increase was 
primarily due to favorable volume, price/product mix and foreign currency exchange variances estimated at 

%, 1% and 1%, respectively. Volume increases occurred in most product lines, particularly packaging and fluid 
cracking catalysts and silico products. Operating income for 1992 decreased 5% over 199], excluding the 
divested chemical businesses; operating income increased 3% including those businesses. North American 
results for most product lines improved in 1992, as strong growth was exhibited in packaging and fluid cracking 
catalysts and silica products, mainly due to strong volume increases. European results were adversely affected 
by recessionary conditions, leading to reduced profitability. However, favorable results were achieved in both 
Asia Pacific and Latin America for most product lines. 
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Operating Income After Taxes 


$142.2 


Health Care 

Sales and revenues for 1993 increased by 19% over 1992, due to increases of 18%, 36% and 11%, 
respectively, in kidney dialysis services, home health care and medical products operations (including laboratory 
services). 1993 results for dialysis services and home health care include the results of Home Intensive Care, 
Inc., acquired in June 1993, as well as a number of smaller acquisitions during the year. The number of centers 
providing dialysis and related services increased 20%, from 419 at year-end 1992 to 501 at year-end 1993 
(471 in the U.S. and Puerto Rico, 23 in Portugal, 4 in Spain, 2 in the Czech Republic and | in Argentina). 

Operating income in 1993 increased by 35% over 1992. The 1993 results for all health care businesses 
benefited from improvements in cost controls, operating efficiencies and/or capacity utilization, partially offset 
by the costs of improving and expanding quality assurance systems for medical products manufacturing (see 
below for further discussion). In addition, results for 1992 included costs related to previously reported long-+erm 
incentive arrangements with certain health care executives. It is unclear at this time whether and to what extent 
any of the currently proposed reforms in U.S. health care will affect Grace's health care operations. However, 
based on its knowledge and understanding of the health care industry in general and of other providers of 
kidney dialysis and infusion therapy, as well as on publicly available information, Grace believes that its health 
care operations are among the most cost-efficient in the industry. 

Sales and revenues of health care operations increased by 20%, to $1.3 billion, in 1992 as compared to 1991, 
reflecting improvements of 19%, 16% and 26%, respectively, in kidney dialysis services, home health care and medical 
products operations. Operating income for 1992 increased by 27% over 199], reflecting the continued growth of all 
health care businesses, as well as improvements in operating efficiencies and capacity utilization 

In 1993, the U.S. Food and Drug Administration (FDA) issued import alerts with respect to [1] hemodialysis 
bloodlines manufactured at the plant of National Medical Care, Inc. (NMC), Grace's principal health care 
subsidiary, located in Reynosa, Mexico and (2) hemodialyzers manufactured in NMC's Dublin, Ireland facility. 
Products subject to FDA import alerts may not enter the U.S. until the FDA approves the quality assurance systems of 
the facility at which such products are manufactured. In January 1994, NMC entered into a consent decree providing 
for the resumption of importation of bloodlines and hemodialyzers following certification by NMC that the relevant 
facility complies with FDA regulations and successful completion of an FDA inspection to verify such compliance. In 
accordance with the consent decree, NMC certified compliance to the FDA with respect to the Reynosa, Mexico 
facility in January 1994, and the FDA lifted the bloodline import alert in March 1994, following a thorough 
reinspection by the FDA and a commitment by NMC to finish certain studies by May 1994 and, in the interim, to 
perform additional product testing. Certification of compliance at the Dublin, Ireland facility is anticipated in the 
second quarter of 1994. The consent decree also requires NMC to certify and maintain compliance with applicable 
FDA device manufacturing laws and regulations at all of its U.S. manufacturing facilities. NMC has conducted a full 
review of its facilities and upgraded, as necessary, all of its quality assurance systems. No fines or penalties were 
imposed on NMC as a result of any of the FDA's actions relating to the import alerts or in connection with the consent 
decree. Neither the import alerts nor previously reported recalls of certain NMC products are expected to have a 
material effect on Grace's results of operations or financial position. 


Other Income 
See Note 4 to the Consolidated Financial Statements for information relating to other income. 


Interest Expense 
Interest expense decreased by 9% in 1993 versus 1992, primarily due to lower debt levels and lower interest 
rates, the use of financial instruments (see Note 10 to the Consolidated Financial Statements) and the 
replacement of certain fixed-rate debt with lower-cost floating-rate borrowings, partially offset by a reduction in 
interest allocated to discontinued operations and interest capitalized. 

See “Financial Condition: Liquidity and Capital Resources” below for information on borrowings. 


Research and Development Expenses 
Research and development {R&D} spending increased by 4% in 1993 versus 1992. R&D spending is now 
primarily directed toward Grace's core specialty chemicals and health care businesses 


Income Taxes 

The effective tax rate was 39.2% in 1993 versus 43.1% in 1992, before giving effect to the 1992 provision of 
$51.9 million for a valuation allowance for deferred tax assets. The lower effective tax rate in 1993 resulted 
primarily from reductions in certain foreign tax rates and higher utilization of research and development and 
foreign tax credits, partially offset by tax costs associated with repatriating to the U.S. earnings of foreign 
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subsidiaries. The valuation allowance for 1993 and 1992 relates to the uncertainty as to the realization of 
certain deferred tax assets, including U.S. tax credit carryforwards, state and local net operating loss 
carryforwards and net deferred tax assets, and net operating loss carryforwards in certain foreign jurisdictions 
Based upon anticipated future results, the Company has concluded, after consideration of the valuation 
allowance, that it is more likely than not that the net deferred tax asset balance will be realized 

In the third quarter of 1993, Grace recorded the effects of the Omnibus Budget Reconciliation Act of 1993 
(OBRA), which was enacted in August 1993. Among other things, OBRA increased the highest U.S. Federal 
corporate tax rate to 35%, effective January 1, 1993. However, neither this increase in the U.S. Federal 
corporate tax rate (from 34%], nor the other provisions of OBRA, had a material effect on Grace's results of 
operations. 

The 1992 effective tax rate increased to 43.1% (before the above provision for the valuation allowance) as 
compared with 39.6% in 1991, largely due to the additional costs of repatriating to the U.S. a higher level of 
earnings of foreign subsidiaries and an increase in state income toxes. 

See Note 5 to the Consolidated Financial Statements for further information on income taxes 


Loss from Discontinued Operations 
In 1993, Grace restated its financial statements to reflect the classification of certain businesses as discontinued 
operations. See Note 6 to the Consolidated Financial Statements for further information. 


Liquidity and Capital Resources 

During 1993, the net pretax cash flow provided by Grace's continuing operating activities was $301.6 million 
versus $358.9 million in 1992, primarily due to the use of $44.1 million of net cash to repurchase accounts 
receivable in 1993, as compared to the receipt of $96.8 million of net proceeds from the sale of accounts 
receivable in 1992, and a net cash outflow of $103.1 million relating to asbestos in 1993 (see below for 
further discussion), compared with a net cash outflow of $70.3 million in 1992. Also, in 1993 cash flow 
provided by operating activities includes $679 million in proceeds from the settlement of interest rate hedge 
agreements. After giving effect to discontinued operations and payments of income taxes, the net cash provided 
by operating activities was $243.1 million in 1993 

Investing activities used $151.9 million of cash in 1993, largely reflecting capital expenditures and business 
acquisitions and investments, primarily in the health care and water treatment businesses. During 1993, Grace 
acquired 100% of the outstanding stock of Home Intensive Care, Inc. for approximately $129 million (inclusive 
of related costs). These investing activities were offset by net proceeds of $464.8 million from divestments 
(mainly those of Grace Energy's oil and gas operations). Management anticipates that the level of capital 
expenditures in 1994 will increase to approximately $350 million as compared to the $309.6 million of capital 
spending in 1993. Capital spending is expected to be concentrated on Grace's core businesses 

Net cash used for financing activities in 1993 was $105.9 million, primarily reflecting the payment of 
$128.4 million of dividends. Total debt was approximately $1.7 billion at yearend 1993, a decrease of $113.) 
million from year-end 1992. Grace's total debt as a percentage of total capita! (debt ratio) decreased from 
54.1% at yearend 1992 to 52.9% at year-end 1993, primarily as a result of the reduction in total debt 

In January 1993, Grace sold $300 million principal amount of 74% Notes Due 2000. The net proceeds 
from the sale of these Notes were used to repay commercial paper and bank borrowings. 

In the third quarter of 1993, Grace completed the redemption in full of its outstanding Liquid Yield Option 
Notes due 2006 (LYONs) and 6'4% Convertible Subordinate Debentures Due 2002. Of the $1,012.5 million 
principal amount at maturity of LYONs outstanding, approximately 31% ($309.6 million] was converted into 2.8 
million shares of common stock; the remaining LYONs ($702.9 million) were redeemed for approximately $258 
million in cash. Substantially all of the $150 million principal amount of the 6'/44% Convertible Debentures due 
2002 outstanding immediately prior to redemption was redeemed for cash (equal to the principal amount 
outstanding). 

Grace expects to satisfy its 1994 cash requirements from the following sources: (1] funds generated by 
operations, (2) proceeds from the sales of businesses and (3} financings. Such financings could include new 
borrowings, the availability and cost of which will depend upon general economic and market conditions 


Asbestos-Related Matters 
As reported in Note 2 to the Consolidated Financial Statements, Grace is a defendant in lawsuits relating to 
previously sold asbestos-containing products. In 1993, Grace paid $103.1 million in connection with the 
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defense and disposition of property damage and personal injury litigation related to asbestos, net of amounts 
received in 1993 from settlements with certain of Grace's insurance carriers. As more fully discussed above in 
“Review of Operations: Overview,” Grace recorded a net noncash charge of $159 million (pretax) in 1993 to 
reflect anticipated additional legal expenses and other uncertainties related to Grace’s asbestos lawsuits and 
claims. The balance sheet at year-end 1993 includes a receivable due from insurance carriers, subject to 
litigation, of $962.3 million. Grace has also recorded a receivable of approximately $114 million for amounts 
to be received pursuant to settlement agreements previously entered into with certain insurance carriers. While 
Grace cannot precisely estimate the amounts to be paid in 1994 in respect of asbestos-related lawsuits and 
claims, Grace expects that it will be required to expend approximately $50 million in 1994 to defend and 
dispose of such lawsuits and claims (after giving effect to payments to be received from certain insurance 
carriers, as discussed above and in Note 2 to the Consolidated Financial Statements). As indicated therein, the 
amounts reflected in the Consolidated Financial Statements with respect to the probable cost of disposing of 
pending asbestos lawsuits and claims and probable recoveries from insurance carriers represent estimates; 
neither the outcomes of such lawsuits and claims nor the outcomes of Grace's continuing litigations with certain 
of its insurance carriers can be predicted with certainty. 


Environmental Matters 
Grace incurs costs related to environmental protection due to laws and regulations, Grace's commitment to 
industry initiatives such as Responsible Care” (the Chemical Manufacturers Association program} and its own 
internal standards. Worldwide expenses of continuing operations related to the operation and maintenance of 
environmental facilities and disposal of hazardous and nonhazardous wastes totalled $45 million, $56 million 
and $38 million in 1993, 1992 and 199], respectively. In addition, worldwide capital expenditures for 
continuing operations relating to environmental protection in 1993 totalled $20 million, compared with $18 
million and $17 million in 1992 and 1991, respectively 

Grace has also incurred costs to remediate previously contaminated sites. These costs were $44 million, $35 
million and $18 million in 1993, 1992 and 1991, respectively. These amounts were charged against previously 
established reserves for estimated expenses for environmental spending, which were identified and charged to 
income in prior years 

Grace accrues for anticipated costs associated with investigatory and remediation efforts in accordance 
with Statement of Financial Accounting Standards No. 5, “Accounting for Contingencies,” which governs 
probability and the ability to reasonably estimate future costs. During 1993, 1992 and 1991, there were 
periodic provisions recorded for environmental and plant closure expenses, which include the costs of future 
investigatory and remediation activities. At year-end 1993, Grace's accruals for environmental remediation 
totalled approximately $160 million. These reserves do not take into account any discounting for future 
expenditures or possible future insurance recoveries. The liabilities are reassessed whenever environmental 
circumstances become better defined and/or remediation efforts and their costs can be better estimated. 
Annual environmental-related cash outlays are expected to total $44 million in 1994 and $35 million in 1995 
Expenditures have been funded from internal sources of cash and are not expected to have a significant effect 
on liquidity 


Management's 
Responsibility for 
Financial Reporting 


Report of 
Independent 
Accountants 


Management is responsible for the preparation, as well as the integrity and objectivity, of the consolidated 
financial statements and other financial information included in this report. Such financial information has been 
prepared in conformity with generally accepted accounting principles and accordingly includes certain amounts 
that represent management's best estimates and judgments. 

For many years, management has maintained internal control systems to assist it in fulfilling its responsibility for 
financial reporting, including careful selection of personnel, segregation of duties, formal business, accounting 
and reporting policies and procedures and an extensive internal audit function. While no system can ensure 
elimination of all errors and irregularities, Grace's systems, which are reviewed and modified in response to 
changing conditions, have been designed to provide reasonable assurance that assets are safeguarded, 
policies and procedures are followed and transactions are properly executed and reported. The concept of 
reasonable assurance is based on the recognition that there are limitations in all systems and that the cost of 
such systems should not exceed the benefits to be derived. 

The Audit Committee of the Board of Directors, which is comprised of directors who are neither officers nor 
employees of nor consultants to Grace, meets regularly with Grace's senior financial personnel, internal auditors 
and independent accountants to review audit plans and results as well as the actions taken by management in 
discharging its responsibilities for accounting, financial reporting and internal control systems. The Audit 
Committee reports its findings and also recommends the selection of independent accountants to the Board of 
Directors. Grace's management, internal auditors and independent accountants have direct and confidential 
access to the Audit Committee at all times. 

The independent accountants are engaged to conduct audits of and render a report on the consolidated 
financial statements in accordance with generally accepted auditing standards. These standards include a 
review of the systems of internal controls and tests of transactions to the extent considered necessary by the 
independent accountants for purposes of supporting their opinion as set forth in their report, 


B. J. Smith 
Executive Vice President 
and Chief Financial Officer 


Price Waterhouse @ February 8, 1994 
1177 Avenue of the Americas 
New York, NY 10036 


To the Shareholders and Board of Directors of W. R. Grace & Co. 


In our opinion, the consolidated financial statements appearing on pages 26 through 44 of this report present 
fairly, in all material respects, the financial position of W. R. Grace & Co. and subsidiaries at December 31, 
1993 and 1992, and the results of their operations and their cash flows for each of the three years in the period 
ended December 31, 1993, in conformity with generally accepted accounting principles. These financial 
statements are the responsibility of the Company's management; our responsibility is to express an opinion on 
these financial statements based on our audits. We conducted our audits of these statements in accordance 
with generally accepted auditing standards which require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, and evaluating the 
overall financial statement presentation. We believe that our audits provide a reasonable basis for the opinion 
expressed above, 

As discussed in Notes 5 and 16, the Company adopted new accounting standards for income taxes and 
postretirement benefits in 1992. 
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Consolidated Financial Statements 
W. R. Grace & Co. and Subsidiaries 


Consolidated Statement of Operations 


Dollars in millions, except per share amounts 1993 
Sales and revenues .......:cccecee-e ee ae eee ee $4,408.4 
Other ncorie: INONA) | csscccsusccsiassssacearastsccccssveccrecsobcsesctscessacenestes sSvetead : 42.5 

lic) fo] en Re enact cre cnn te edie ence mnreee nee eee Aes 4,450.9 


Cost of goods sold and operating expenses 2,596.8 
Selling, general and administrative expenses 1,029.7 
Depreciation GNd GMortiZOtiOn......mcc--accore-csserernseervenerseeessseconnegnasesinadersssss> 227.7 
lmarestexmenseillINGIO DY. .ccsnreanmanannimucennnenemsuminemtis 81.5 
Research and development ExPeNses .....ccccssesssesssecsesssesnseeeesseesesssnsvnes 135.0 
Provision relating to asbestos-related insurance coverage (Note 2) 159.0 
Provision relating to a fumed silica plant (Note 8) .........0....... a ics _ 
5 | ee eee 4,229.7 
Income from continuing operations before income taxes .......... 221.2 
Provision for income taxes (Note 5) ........-sccsssssssessssneecssnneseesneressnsessnnnee 86.8 
Income from Continuing OPeEraHions ....-....s:csscsssescsseecsssvesesseesnssuenscsseeenseeeee 134.4 
(Loss)/income from discontinued operations (Note 6)... (108.4) 
Income/|loss) before cumulative effect of accounting changes........ 26.0 
Cumulative effect of accounting changes (Notes 5 and 16)............ - 
PEE RO commety GSS i. 1 scrsusssocsrasoouase-conmantentoacnonan annem DrPRwsne $ 26.0 
Earnings/(loss) per share: 
Sol algo We) 2421101 |(c)) - ee er eae $ 1.46 
Cumulative effect of accounting CHANGES v........sssessssssssssesensscesseeeeen $ = 
INSP GGRGIIO SS OSS) crernsisesecccvsacaiacisennsounnacisnaieatacannemeteiaaratiNies S .28 
Fully diluted earnings per share: 
Continuing OPerOtionss ...s..cssssscssiseccssseecssseesssesasnnceseionets ssustasnessdiais sm § 745 
Cumulative effect of accounting ChANgeS .........cc:sss:cesssssseessesssnneeeens $ - 
Net earnings ........::csee Sa eT ar ean eae $ 28 


1992 
$4,337.0 
69.9 
4,406.9 


2,601.5 
1,028.0 
2249 
90.0 
130.0 


140.0 
4,214.4 


192.5 
134.8 


577 
(162.2) 


(104.5) 
(190.0) 
$ (294.5) 
$ 64 


$ (2.12) 
$ (3.29) 


The Notes to Consolidated Financial Statements, pages 30 to 44, are integral parts of these statements 


Not presented as the effect is anti-dilutive 


199) 


$4,386.6 


Fr eH 


55.7 
4,442.3 


2,649.2 
982.5 
232.9 

115.4 
128.1 


Consolidated Statement of Cash Flows 


Dollars in millions 


Operating Activities 
Income from continuing operations before income taxes .....cssecssse 
Reconciliation to cash provided by operating activities: 
Deprechaticn and cmon tization. :xuiccravecesiseasssonieeveartenepnvsevnsnsnapiornecwns 
Provision relating to asbestos-related insurance coverage ........... 
Provision relating to a fumed silica Plant...........eescsseesesesseeseesnsnesenen 
Changes in assets and liabilities, excluding businesses 
acquired/divested and foreign exchange effect: 
(Increase) /decrease in notes and accounts receivable, net . 
INCEGSE I INVENMOMES cecccsscrssassacncncescunaveansaccsieicontuienrarceuvassinatien 
Proceeds from settlements of interest rate hedge agreements 
Net expenditures for asbestos-related insurance coverage ... 
Increase in accounts payable ....... 


Net pretax cash provided by operating activities 

OF GONMUTAG OPOCON ENS. -rneneeerencsnereroonnnonstpnenerrdtonneresreasnesoecHi HEN 
Net pretax cash provided by operating activities 

Gt GISCONPMVER IO BETONONS a ccsvssccreescsssessusevasevessnwccccspesveessereeansesutcsens 


Net pretax cash provided by operating GCtiVINES 2... 
UYCRATR LEY TEMES: ETI seasons ccancsvesnexrnbonrcpernsvnsnsaciontibanensnadnoaseanigsseraueesS SRCRGONN 


Net cash provided by operating OCTIVIHES 0.2... ccceeccseseeseseesessenseceees 


Investing Activities 

QING) SIGS CARINE S vcs seccscazesecuressacoccennsosseonomaruisceusovenavencrneasieceevuassantonvs 
Businesses acquired in purchase transactions, net of cash acquired 
Increase in net investment in discontinued operations ose 
Net proceeds from divestment .........ssssssssssssseesecseesnnuusesescesansanseessenseeens 
Net proceeds from sale/leaseback transactions ......cccsssesccessssneeees 
TE ectecretrs perearescipos te reascurecsrasexonnneevencneeisin err cccertestentanee severe tte toncaas 


Financing Activities | 
DividteHOs! GGld ors mancieraaoecncee aR RIONNOE RRS 
Repayments of borrowings having original 

maturities in excess of three MOMS ......ccccscccsccsssessssesssssnesesseseennnunnees 
Increase in borrowings having original 

maturities in excess of three MOMHS .......ccssscsssesceeesssessssesssseeeessssseseeen 
Net increase/(repayments) in borrowings having original 

maturities of less than three MONTHS .........:.sccsccsneeseesssesnesnneeeeeessenneeess 
Sale of limited partnership interest .......cc:scscsssssssssccesssseessssssesssennensesseesseesen 
OMG cessssccsssrccsspecaayscersunet esses ve rawsezetavisivarcvatenuste race aCe geocspecieacem mcecelitece 


Net cash used for financing activities 


Effect of exchange rate changes on cash and cash equivalents....... 
(Decrease) /increase in cash and cash equivalent ............1sseeeeee 
Cash and cash equivalents, beginning of year... 


Cash and cash equivalents, end of YEO .........-...:scsssssseccsnseecersnnnneessenes 


1993 


$221.2 


(50.5) 


(128.4) 
(512.6) 
373.0 


155.7 


6.4 
(105.9) 
(0.5) 
(15.2) 
62.8 

$ 47.6 


(398.4) 
(61.2) 
(101.5) 
22\,2 


22 
(3377) 


(125.9) 
(274.0) 
355.7 


(508.0} 
2970 
13.8 


(241.4) 
{3.5} 
(144.3) 
207.1 
$ 62.8 


The Notes to Consolidated Financial Statements, pages 30 to 44, are integral parts of these statements 
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(4470) 
(131.0) 
(55.9) 
366.4 


(60.1) 
(327.6} 


(122.5) 
(695.6) 
319.7 
271.3 


45.7 
(181.4) 
(2.2} 

91.1 
116.0 

$207.1 


"See Note 9 to the Consolidated Financial Statements for supplemental information relating to noncash financing activities 
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Consolidated Balance Sheet 


Dollars in millions, except par value December 31 


Assets 


Current Assets 

Cashianid cashiequivalents: sxsnsassscrerenccaccncrenscasvacevsssvovcientinerstssitcowstvuqceeeatanvedieed veer 
Notes and accounts receivable, net (Note 7) ...cccc-ccsccccssesessosssesssssossneessessnnneeesessuneeecnee 
eit sp)s org’ Soil Lx fo = 0) | Acer eR oe Ue en ee te te 

Net assets of discontinued operations, current (Note 6) 
Baterred | Ineamen tones: (Note 25) avvssauxonnencrenssacessiivnra trvveaincertclienarencasioitioasiviS as 
Other current assets........... sab aceon Wea cise aca aE A TEE eee ee 


Teemhichs Capen RNG ccm nceevncecnnsonspcnoneressmoronsacrcnsisszes en 


Properties and equipment, net (Note 8) .......sccsssccssssssssssssecccscessssusessessecesnneansescesesesnneannes 
Net assets of discontinued operations, NONCUMTENE .......ccssscsecsssssssesssssnecsneseseesseeennnnneees 
Goodwill, less accumulated amortization of $53.2 (1992- $50, 1}. mR ScaRAe MCNER 
Asbestos-elated insurance receivable (Note 2) o..cccccccccsserssssessssesssseesnsrssuerssversnnsenvaeee 
Other assets [Note 7) 


Total Assets 


Liabilities and Shareholders’ Equity 


Current Liabilities 

Shomieinivcebh (NGe:9) ssc ecossaseeneasirnci ss cacieasteassauenacivatinasenmecaanmnaass 
PSEC UIATS TEN Ed NG era ees 018 Fe gn Ena ere RL aE GIVEN 
Naletelasten(ohes cM )s(@\(- © 2) | ee ene Ae a cenn See ae eee ere 
Other current liabilities 
Minority interests, current (Note 12) .....scccssssseccssssssseecesene spotters tleereai a 


pO a a re a ese eee eres 


Vantaa lebat  (INootea’ 9) sa sascacanscoasrececconveasnvesusaueeorruvesnendnedenvivecsnlasteceastdienei eaten emery 
Other noncurrent liabilities oo... 

Deferred income taxes {Note 5) 
Liability for asbestos-related litigation (Note 2) .......scssssesssssesssssccessecesseesssessseeesteesnieneess 
Minority interests, noncurrent (Note 12) .........cssscccccssessssssescesseeessssussecnssccessuecesssnseessececens 


eI CRIN NIG ise. ces cceseeczernosinrtemcrmnynaltetusas specs SasRilenea 


Commitments and Contingencies (Notes 2, 9 and 11} 


Shareholders’ Equity {Note |3) 
Pieterred: stocks; 31 OO penn were is ccesescsercaccessscerascerscscwrssevsborsuasssstStca castle aes ace vested 
Common stock, $1.00 par value; 300,000,000 shares authorized; 

outstanding at December 31: 1993-93,465,000; 1992-89,892,000.......... 
Role CA SHE basse sccusscemecncernaunencoinen sn ureni mas nan AGRI RD MERIAS 
Retained Canin .........ccsseseescesseseneees 
Cumulative translation adjustments 


Taek Sicervalicalienen! Cepia scree scarcccsxcovsensinasnsvitees chats bes cteyeaveninssandnesnie 
Total Liabilities and Shareholders’ Equity 0.0.0.0... esr 


1993 


1,975.3 
1,454.1 


481.6 
962.3 
1,235.3 


$6,108.6 


7.4 


93.5 
287.8 
1,196.2 
(67.3) 


1,517.6 
$6,108.6 


The Notes to Consolidated Financial Statements, pages 30 to 44, are integral parts of these statements 


1992 


$ 62.8 
690.4 
592.9 
606.3 

96.8 
42.2 


2,091.4 
1,7079 
108.5 
298.6 


358.3 
1,033.9 


$5,598.6 


$ 464.7 
423.6 
158.1 
593.2 


1,639.6 


1,354.5 
666. | 
96.4 


2970 
4,053.6 


73 


89.9 
151.4 
1,298.6 
(2.4] 
1,545.0 


$5,598.6 


Consolidated Statement of Shareholders’ 


Dollars in millions 


Preferred Stocks 
Bolance, beginning of yeOr.....sscccsssssnnenesseee 
CORRS? saanereerccnsvevinanescievwnsezesvennesssanmsnvennesvavs os 


Common Stock 

Balance, beginning of year .....scssssssssesssseees 
Conversion of notes and debentures ......... Meter 
Stock options Gnd GWOS .......sscsssccssesesseseecenneenses 
REGUS aitecsvcssausinccevvncsuscousstnessetsccaianneerarmasiréie “ 


Balance, end of yeor ........ssessccsseseeee Sees 


Paid in Capital 
Balance, beginning of year .....cccsssccsssscssssssesestees 


Conversion of notes and debentures .......ecsesssessessecssesnsessessseeneesstenseeese 


Stock options and GWOrdS ......cccssesccsseeeescessseesee 
PCOUISIIOM coscctusssvssscncasccceresiseousicen sanriasesinantibanecn aie 
OME | ccsceucspiicacccenarayentnapacnsmarrenuns 


Balance, end of year ...cssucccssessssscssecccccsnsesssnnsenenennes 


Retained Earnings 

Balance, beginning of year ........csscssssseseessceeescsnnees 
Nistinconito/ (le86 | cccscsvcsceaseuroumsesecermnennavsantesnonssers 
PO TRCIETHl SH CIE rpsstoeococscrneivass ewan eareivndteannccertanestivi 


Balance, end of yer -..c..cssecsscsssecsssesesseesesnsnens 
Cumulative Translation Adjustments 


Balance, beginning of year ......c.ccccsssssseeesseeseen 
Translation OGjUSHMENts ........-...-s.sesscsvesccesesseenseceeceees 


Boldnce: 6d OVS ON sess waseccnsncuramrccainecent 


Total Shareholders’ Equity .............000c00 


Equity 


1993 


1992 


> 


151.4 


1,719.0 
(294.5) 
(125.9) 


1,298.6 


90.0 
(92.4) 


(2.4) 
$1,545.0 


The Notes to Consolidated Financial Statements, pages 30 'o 44, are integral parts of these statements 
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120.1 


1622.9 
218.6 
{122.5} 


1,719.0 


134.4 
(44.4) 


90.0 


$2,025.2 
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Summary of 
Significant 
Accounting 

and Financial 
Reporting Policies 


Notes to Consolidated Financial Statements 
Dollars in millions, except per share amounts 


Principles of Consolidation The consolidated financial statements include the accounts of W. R. Grace & 
Co. and all majority-owned companies {collectively Grace). Intercompany transactions and balances are 
eliminated in consolidation. Investments in affiliated companies |20%-50% owned) are accounted for under the 
equity method 


Reclassifications | Certain amounts in the prior years’ consolidated financial statements have been reclassified 
to conform to the current year's presentation and as required with respect to discontinued operations. 


Cash Equivalents Cash equivalents consist of highly liquid instruments with maturities of three months or less 
when purchased. The recorded amount approximates fair value because of the short maturities of these 
investments. 


Inventories Inventories are stated at the lower of cost or market. Due to the diversified nature of Grace's 
operations, several methods of determining cost are used, including firstin/firs-out, average and, for 
substantially all U.S. chemical inventories, last-in/first-out. Market value for raw and packaging materials is 
based on current cost and, for other inventory classifications, on net realizable value. 


Properties and Equipment = Properties and equipment are stated at the lower of cost or net realizable value. 
Depreciation of properties and equipment is generally computed using the straightline method over the 
estimated useful lives of the assets. Interest is capitalized in connection with major project expenditures and 
amortized, generally on a straight-line basis, over the estimated useful lives of the assets. 

Fully depreciated assets are retained in properties and equipment and related accumulated depreciation accounts 
until they are removed from service. In the case of disposals, assets and related depreciation are removed from the 
accounts and the net amount, less any proceeds from disposal, is charged or credited to income. 


Goodwill and Other Amortization Goodwill arises from certain purchase transactions and is amortized 
using the straightline method over appropriate periods not exceeding 40 years. Patient relationships (see Note 
7) are amortized using the straightline method over 17 years. 


Income Taxes Effective January 1, 1992, Grace adopted Statement of Financial Accounting Standards (SFAS) 
No. 109, “Accounting for Income Taxes.” The Statement requires the use of an asset and liability approach for 
the accounting and financial reporting of income taxes. 


Foreign Currency Translation Foreign currency transactions and financial statements (except for those 
relating to countries with highly inflationary economies) are translated into U.S. dollars at current exchange rates, 
except that revenues, costs and expenses are tronslated at average exchange rates during each reporting 
period. The financial statements of subsidiaries located in countries with highly inflationary economies must be 
remeasured as if the functional currency were the U.S. dollar. The remeasurement creates translation adjustments 
that are reflected in net income. The allocation for income taxes included in the translation adjustments account 
in shareholders’ equity was not significant. 


Earnings Per Share Primary earnings per share are computed on the basis of the weighted average number 
of common shares outstanding. Fully diluted earnings per share assume the conversion of convertible debentures 
(with an increase in net income for the after-tax interest savings) and the issuance of common stock equivalents 
related to stock options. 


Financial Instruments Grace enters into interest rate swaps, options and caps, and foreign currency 
contracts to manage exposure to fluctuations in interest and foreign currency exchange rates 

The differentials paid or received on interest rate agreements are accrued and recognized as adjustments to 
interest expense; gains and losses realized upon settlement of these agreements are deferred and amortized to 
interest expense over o period relevant to the agreement if the underlying hedged instrument remains 
outstanding, or immediately if the underlying hedged instrument is settled. Premiums paid on caps are amortized 
fo interest expense over the term of the cap. 

Gains and losses on foreign currency contracts offset gains and losses resulting from the underlying 
transactions. Gains and losses on contracts that hedge specific foreign currency commitments are deferred and 
recognized in net income in the period in which the transaction is consummated. Gains and losses on contracts 
that hedge net investments in foreign subsidiaries are recognized in the cumulative translation adjustments 
account in shareholders’ equity 


2. Asbestos and Related 
Insurance Litigation 


Grace is a defendant in lawsuits relating to previously sold asbestos-containing products and anticipates that it will be 
named as a defendant in additional asbestos-related lawsuits in the future. At December 31, 1993, Grace was a 
defendant in approximately 38,100 asbestos-related lawsuits representing approximately 56,700 claims (versus 
approximately 30,900 lawsuits and 53,000 claims at December 31, 1992). Of the lawsuits pending at December 
31, 1993, 92 (105 at December 31, 1992) involved claims for property damage allegedly caused by the use of 
asbestos-containing materials in the construction of buildings. The plaintiffs in these lawsuits generally seek, among 
other things, to have the defendants absorb the cost of removing, containing or repairing the asbestos-containing 
materials in the affected buildings. The remaining asbestos-related lawsuits involved claims for personal injury. In most 
of these lawsuits, Grace is one of many defendants 


Through December 31, 1993, 120 asbestos property damage cases had been dismissed with respect to 
Grace without payment of any damages or settlement amounts; judgments were entered in favor of Grace in 
twelve cases; in six cases (four of which are on appeal), Grace was held liable for a total of $68.3; and 13] 
property damage suils and claims had been settled by Grace for a total of $300.0. Grace has recorded a 
receivable for the insurance proceeds it expects to receive in connection with these adverse verdicts and 
settlements, as well as for defense costs initially paid by Grace. (See “Insurance Litigation" below.] On 
September 1, 1993, the U.S. Court of Appeals for the Second Circuit issued a decision regarding the 
availability of insurance coverage with respect to Grace's asbestos property damage litigation and claims. In 
January 1994, the Court granted Grace's petition for a re-hearing concerning such decision. 

Included in the asbestos property damage lawsuits pending against Grace and others at year-end 1993 
are the following purported class actions: {1) o Pennsylvania state court action, certified in 1992, covering oll 
commercial buildings in the U.S. leased in whole or in part to the U.S. government on or after May 30, 1986; 
(2) an action, certified by the U.S. Court of Appeals for the Fourth Circuit in September 1993 and pending in a 
U.S. District Court in South Carolina, covering all public and private colleges and universities in the U.S. whose 
buildings contain asbestos materials; (3) an action, brought in 1983 in a U.S. District Court in Pennsylvania, on 
behalf of all public and private elementary and secondary schools in the U.S. that contain asbestos materials, 
which has been scheduled for trial in late 1994 on a limited number of issues; and (4) an action filed in a 
South Carolina state court in 1992 on behalf of all entities that own, in whole or in part, any building 
containing asbestos materials manufactured by Grace or one of the other named defendants, other than 
buildings subject to the class action lawsuits described above, as well as any building owned by the federal or 
any state government. 

Personal Injury Litigation 

Through December 31, 1993, approximately 7.000 asbestos personal injury lawsuits involving 17,900 claims 
had been dismissed with respect to Grace without payment of any damages or settlement amounts (primarily 
on the basis that Grace products were not involved), and approximately 11,300 such suits involving 13,400 
claims had been settled for a total of $52.2. 

In January 1993, the U.S. District Court for the Eastern District of Pennsylvania conditionally certified o class 
of all future asbestos personal injury claimants, including individuals who have been occupationally exposed to 
asbestos-containing materials but who do not presently allege asbestos-related injury. Although Grace is not 
among the defendants named in the class action complaint, dissemination of the required class notice may 
generate additional litigation against Grace. 


Range of Potential Exposure 

Although personal injury cases are generally similar to each other (differing only in the type of asbestos-related 
illness allegedly suffered by the plaintiff), each property damage case is unique in that building type, size and 
utilization and difficulty of abatement, if necessary, vary from structure to structure; thus, the amounts involved in 
prior dispositions of property damage cases are not necessarily indicative of the amounts that may be required 
to dispose of such cases in the future. In addition, in property damage cases, information regarding product 
identification on a building-by-building basis (i.e., whether or not Grace products were actually used in the 
construction of the building), the age, type, size and use of the building, the jurisdictional history of prior cases 
and the court in which the case is pending provide the only meaningful guidance as to potential future costs. 
However, much of this information is not yet available in a majority of the property damage cases currenlly 
pending against Grace. Accordingly, estimates of future costs to dispose of these cases are, in most instances, 
based on incomplete information, as well as assumptions that may not be accurate. Further, the filing of the 
class actions and uncertainty with respect to the class certification in the national elementary and secondary 


a) 


32 


schools class action (see "Property Damage Litigation” above) make it more difficult to reliably predict the costs 
Grace will incur in disposing of asbestos-related litigation. 

Subject to the preceding qualifications (which Grace believes to be significant), Grace has attempted to 
determine its future costs to dispose of this litigation and has concluded that it is probable that the personal 
injury and property damage cases pending at December 31, 1993 can be disposed of for a total amount 
estimated at $813.7 {inclusive of legal fees and expenses), of which Grace has recorded $713.7 as a 
noncurrent liability and $100.0 as a current liability. This compares to the estimated liability (current and 
noncurrent] of $848.0 at September 30, 1993, reflecting payments made in the fourth quarter of 1993. In 
addition, Grace has recorded a receivable of $962.3 for the insurance proceeds it expects to receive in 
reimbursement for prior payments and estimated future payments to dispose of asbestos-related litigation. This 
compares to the receivable of $644.0 at September 30, 1993, which reflected a $300.0 after-tax provision 
recorded in the third quarter of 1993 related to the Second Circuit Court of Appeals decision, while the fourth 
quarter 1993 activity included the partial reversal of such provision, as well as insurance proceeds received 
during the quarter. [See “Insurance Litigation” below.] 

Grace has also settled coverage disputes with certain insurance carriers. These settlements provide for future 
payments of $114.0 and have been recorded as notes receivable. Further, Grace continues to seek to recover 
the balance of the payments it has made with respect to asbestos-related litigation from its excess insurers and 
from insurance companies that sold insurance policies to predecessor companies of Grace, as discussed below. 


Insurance Litigation 

Grace's ultimate exposure in respect of its asbestos-related lawsuits and claims will depend on the extent to 
which its insurance will cover damages for which it may be held liable, amounts paid in settlement and litigation 
costs. In March 1991, the U.S. District Court for the Southern District of New York held that Grace’s primary 
insurance carriers are obligated to defend and indemnify Grace with respect to damages [other than certain 
punitive damages}, settlement amounts and litigation costs in connection with both personal injury and property 
damage asbestos claims. The court held that coverage for asbestos property damage is triggered by the 
"discovery of damage” during the policy period. 

On September 1, 1993, the U.S. Court of Appeals for the Second Circuit issued a decision regarding the 
availability of insurance coverage with respect to Grace's asbestos litigation and claims. The Court of Appeals 
reversed the District Court's ruling as to a “discovery of damage” trigger for asbestos property damage claims 
and instead adopted a trigger based on the date of installation of asbestos-containing materials. As a result of 
this decision, Grace recorded an after-tax provision of $300.0 during the third quarter of 1993 to reflect the 
reduction in insurance coverage for its asbestos property damage lawsuits and claims. In January 1994, the 
U.S. Court of Appeals for the Second Circuit granted Grace's petition for a re-hearing concerning the 
September |, 1993 decision. In view of the Court's action, during the fourth quarter of 1993, Grace reversed 
$200.0 of the after-tax provision recorded in the third quarter. 

In December 1991, the Circuit Court for Jackson County, Mississippi held that Grace's primary and excess 
insurance carriers are obligated to defend and indemnify Grace, holding that for the purposes of insurance 
coverage, damage to buildings from asbestos-containing products occurs at the time such products are put in 
place and that the damage continues as long as the building contains the products (a “continuous trigger’). A 
similar decision was rendered by a Minnesota state court in November 1992. 

In 1993, Grace received $74.6 under settlements with insurance carriers, in reimbursement for monies 
previously expended by Grace in connection with asbestos-related litigation; as mentioned above, these 
settlements also provide for future reimbursements of $114.0. In early 1994, Grace settled with two additional 
insurance carriers and received approximately $88.8 under such settlements. Prior to 1993, Grace received 
payments totalling $977 from insurance carriers, the majority of which represented the aggregate remaining 
obligation owed to Grace by those carriers for primary level insurance coverage written by them for the period 
June 30, 1962 through June 30, 1987. 

Grace continues to be involved in litigation with certain of its insurance carriers, including on affiliated group 
of carriers that had agreed to a settlement and had made a series of payments under that agreement in 1993 
The group of carriers subsequently notified Grace that it would no longer honor the agreement (which had not 
been executed) due to the September 1, 1993 U.S. Court of Appeals decision discussed above. Grace 
believes that the settlement agreement (which involves approximately $200.0 of the asbestos-related receivable 
of $962.3 at December 31, 1993) is binding and initiated action to enforce the settlement agreement. In 
January 1994, the U.S. District Court for the Eastern District of Texas held the agreement to be enforceable. The 
affiliated group of carriers is expected to appeal this ruling to the U.S. Court of Appeals for the Fifth Circuit. 


3. Acquisitions, 
Divestments and 
Strategic 
Restructuring 


4. Other Income 


For the period October 20, 1962 through June 30, 1985 — the most relevant period for asbestos-related 
litigation — Grace purchased, on an annual basis, as much as eight levels of excess insurance coverage. In 
general, excess policies provide that when claims paid exhaust coverage at one level, the insured may seek 
payment from the carriers at the next higher level. For that 23-year period, the first six levels of excess insurance 
available from insurance companies that Grace believes to be solvent (bosed primarily upon reports froma 
leading independent insurance rating service) provide coverage in excess of $1.4 billion. If, however, the 
amount available in the first six levels should prove to be insufficient, Grace has substantial additional coverage 
avoilable in its wo remaining levels of excess coverage. In Grace's opinion, it is probable that recoveries from 
its excess insurance coverage will be available to satisly Grace's asbestos-related exposure after giving effect 
to the provision recorded in 1993. Consequently, Grace believes that the resolution of its asbestos-related 
litigation will not have o material effect on its consolidated financial position or results of operations. 


Acquisitions 

Businesses acquired in 1993 consisted primarily of health care and water treatment businesses. Grace acquired 
Home Intensive Care, Inc. in the second quarter of 1993 for approximately $129.0 in cash (inclusive of related 
costs) and acquired other health care businesses during 1993 for an aggregate of approximately $115.0 in 
cosh and $3.8 in common stock. Grace also acquired Latin America’s largest water trectment business in the 
first quarter of 1993 for approximately $57.6 in cash. 

In July 1992, Grace completed the purchase of the common stock of Grace Energy Corporation (Grace Energy] 
not owned by Grace for $77.3 in cash. See Note 6 for a discussion of 1993 divestment activity with respect to Grace 
Energy's businesses. During 1992, Grace continued to expand its health care operations through the acquisition of 
several businesses and facilities for consideration totalling $44.2 in cash. 

In 1991, Grace purchased the 25% minority interest in Grace Cocoa for $74.6 in cash and purchased on 
initial 47% common equity interest in a health care service company. In addition, Grace Energy purchased ils 
former partner's 50% interest in Colowyo Coal Company |Colowyo) for $34.2 in cash plus related debt 
repayments. 

All of the above transactions were accounted for as purchases, and the results of operations of the acquired 
businesses are included in the consolidated financial statements from the respective dates of acquisition 


Divestments 

in 1993, Grace completed the sale of substantially all of the oil and gas operations of Grace Energy, along 
with certain corporate investments; see Note 6 for further information. Other non-core businesses divested during 
1993 included a 50% interest in a Japanese chemical business and a food industry hygiene services business 
for approximately $31.4 and $11.2, respectively. 

In December 1992, Grace sold its organic chemicals business ond related net assets for approximately 
$100.0 in cash plus non-voting preferred stock of the buyer. In March 1992, Grace sold its book, video and 
software distribution business (Grace Distribution), which was classified as a discontinued operation in the fourth 
quarter of 1991; see Note 6 for further information. 


Strategic Restructuring 

The 1991 net gain on strategic restructuring of $6.1 (see Note 4) includes gains of $108.8, inclusive of cumulative 
translation gains of $379, on the disposition of certain non-core businesses and investments. Offsetting these gains 
were expenses related to the relocation of Grace's corporate headquarters from New York to Florida, provisions for 
litigation and certain environmental and plant closure expenses and a reserve for the costs of restructuring activities. 


1993 1992 199) 

EPSRES Test ethccofhrecths eer ead e od elo nas oscricsectcsesSgacies octicaissincsbraecss ras Ri tonceites $30.4 $125 $12.8 
Net gairi'on strategic restructuring ...n...-ccssssercsssssssennvesseassiecsasitbesranuessesteneseseay? — - 6.1 
Equity in earnings of affiliated COMPOMIES w.....sss.ccccessssestsnssssesssenasasenbacecessseseenee 1.0 3.4 2.2 
OR TE ssccsiccarssceosasn siemens ieasncanatavecuaaiamounToerermesa meme 1.1 540 34.6 
$42.5 $69.9 $55.7 


Other, net in 1993 represents principally the gain on the sale of a 50% interest in a Japanese chemical business 
(see Note 3}, offset by provisions for environmental and plant closure expenses. Interest income in 1993 
includes $21.9 relating to the settlement of prior years’ Federal income tax returns 


5. Income Taxes 


Effective January 1, 1992, Grace adopted SFAS No. 109, “Accounting for Income Toxes,” which applies an 
asset and liability approach requiring the recognition of deferred tax assets and liabilities with respect to the 
expected future tax consequences of events that have been recorded in the consolidated financial statements 
and tax returns. If it is more likely than not that all or a portion of a deferred tax asset will not be realized, a 
valuation allowance must be recognized. As permitted under SFAS No. 109, Grace elected not to restate prior 
periods’ consolidated financial statements to give effect to SFAS No. 109. Excluding the deferred tax benefit 
recognized upon the adoption of SFAS No. 106, “Employers’ Accounting for Postretirement Benefits Other Than 
Pensions,” the effect of the adoption of SFAS No. 109 on Grace's 1992 financial statements was not material. 
In the third quarter of 1993, Grace recorded the effects of the Omnibus Budget Reconciliation Act of 1993 
(OBRA), which was enacted in August 1993. Among other things, OBRA increased the highest U.S. Federal 
corporate tax rate to 35%, effective January 1, 1993. However, neither this increase in the U.S. Federal 
corporate tax rate (from 34%), nor the other provisions of OBRA, had a material effect on Grace’s results of 


operations 
The components of income/(loss} from continuing operations before income toxes are as follows: 
1993 1992 199] 
Domestic ......... : _ Se eee $125.4 $206.4 $124.2 
Foreigp ..... ein SLSR ONT ATHEISTS SRR ey ener 95.8 {13.9} 210.0 
$221.2 $192.5 $3342 


The provision/(benefit] for income taxes allocated to continuing operations consisted of 


1993 1992 199) 
Federal income taxes 
C0) | oe nee er oa Sanne oven Irs rae en eee $ 53.6 $ 756 $ 41.3 
Deterred < - eae ORE ; (28.7) (20.2) (5.0) 
State and local income taxes — current............. ee te 19.1 16.5 15.3 
Foreign income taxes 
COURTS T acs scstscsen esac: Geiss NSERC ae ic CRIBS = 44.4 576 68.4 
Delerred . Seeireees oats we is (1.6) 53 12.5 
$ 86.8 $134.8 $132.5 


At December 31, 1993 and 1992, the deferred tax assets and liabilities consisted of the following items: 


1993 1992 

Research and development Expenses .......-ceccceseseveeenene os eee a $112.2 $106.7 
Provision relating to asbestos-related expenses .......... 0... Saiemns econ 7.8 - 
Postretirement benefits other than pensions .........c:.cccec ee EON rere 92.1 94.) 
Net operating loss carryforwards oc... cin rT 2 cere 42.6 52.2 
Reserves not yet deductible for tax purposes oon... ane ee 113.6 268 
Tax credit carryforwards ...... onl eebastiemrinatastmcaTai aera dines Aout aR ee 84.9 95.8 
Pension and insurance 1OSErVES «........sssccsssseescecsrevececessnressensnvensvesennvseesnnes shanaies . 26.2 23.0 
Capitalized inventory costs and inventory reserve : 19.4 177 
Stote deferred taxes........ dhaecraninetenatibentsarstivcennras inet eeh Rar eeasnes cant 25.2 21.4 
RNB zt ese ce Se etc ate _ — , 46.6 62.3 
Total deferred tax ossets an ee Fsomecalltnasitea 570.6 500.0 
De pre clalian nd OMonthZti nn sisceaccevarcesssecicsrmssxeveresvs seannccescsaateiveaneccntus dese hereaestate 141.5 141.6 
Prepaid pension cost ...... eee — ste 87.7 714 
Other... <3 3 Seen a ee eee . 4.0 64 
Fotelicle feared! tax Ucables a .ccscyenpeseeanceonsannse esserennaneegrsnrocinnsasscenesovartavaeiyaenavtari8isoeeivsttloat 233.2 219.4 
Deferred tax assets valuation allowance ........... oe = et 125.7 143.1 
Net deferred tax assets Se cans en 0c PnP VSB SESE $211.7 $137.5 


In connection with the adoption of SFAS No. 109 effective January 1, 1992, Grace recognized a valuation 
allowance of $88.4, which was adjusted in 1992 and 1993. The valuation allowance relates to the uncertainty 
as to the realization of certain deferred tax assets, including U.S. tox credit carryforwards, state and local net 
operating loss carryforwards and net deferred tax assets, and net operating loss corryforwards in certain foreign 


6. Discontinued 
Operations 


jurisdictions. Based upon anticipated future results, Grace has concluded, after consideration of the valuation 
allowance, that it is more likely than not that the net deferred tax asset balance will be realized. 

The items giving rise to deferred tax assets and liabilities at December 31, 199] included depreciation, 
research and development costs that have been capitalized for tax purposes, and other items the tax treatment 
of which does not conform to their treatment for financial statement purposes. 

At December 31, 1993, there are $59.9 of tax credit carryforwards with expiration periods through 1998 
and $25.0 of tax credit carryforwards with no expiration period. Additionally, there are state and local and 
foreign net operating loss carryforwards with a tax effect of $47.1 and various expiration periods. 

The U.S. Federal corporate tox rate reconciles to the effective tax rate for continuing operations as follows: 


1993 1992 199] 
U.S. Federal corporate tax rate. ais ee ee ee 35.0% 34.0% 34.0% 
Increase/(decrease) in tax rate = freer: 
U.S. and foreign toxes on foreign Operations ........-..cessesseesseeseensenceinen 7.3 10.8 6.6 
Utilization of general business credits 0.0... re suey (2.9) - (2.7) 
State and local income taxes, net of Federal income tax anes via : 5.6 5.6 3.0 
Valuation allowance for deferred tax assets... tess - 26.3 ~ 
Impact of U.S. and foreign tax rate cuigave on daternad t 1OXOStssscscivns (3.3) ~ - 
RONG TAN cise anssaistcrecaeczccaneeapeniganc Dimmaayuaoratalncmctcreact secsscnpaitines (2.5) (6.7) (1.3) 
ET tSRtIV AOR TEIG sc iscccstonsonsescncicater = ctationeeeateicarmomn aan taxation 39.2% 70.0% 39.6% 


U.S. and foreign taxes have not been provided on approximately $444.0 of undistributed earnings of certain 
foreign subsidiaries, as such earnings are being retained indefinitely by such subsidiaries for reinvestment. The 
distribution of these earnings would result in additional foreign withholding taxes of approximately $26.3 and 
additional U.S. Federal income taxes to the extent they are not offset by foreign tax credits, but it is not 
practicable to estimate the total tax liability that would be incurred upon such a distribution. 


Cocoa, Battery Separators and Engineered Materials and Systems 

In the second quarter of 1993, Grace classified as discontinued operations its cocoa and battery separators 
businesses; certain engineered materials businesses, principally its printing products, electromagnetic radiation 
control and material technology businesses (collectively EMS); and other non-core businesses pending their 
divestment. A provision of $105.0 (net of an applicable tax benefit of $22.3) was recorded in the second 
quarter of 1993, which includes the loss expected on the divestment of these businesses, their anticipated net 
operating results and a $15.7 provision for interest expense allocated to the discontinued operations through 
their expected dates of divestment. 


Grace Energy 

During the first and second quarters of 1993, Grace sold substantially all the oil and gas operations of Grace 
Energy, which was classified as a discontinued operation in 1992, for net cash proceeds of $386.0, which was 
consistent with prior estimates. The loss from discontinued operations in 1992 included a provision of $155.0 
{net of an applicable tax benefit of $81.8) relating to the losses expected on the divestment of Grace Energy's 
operations. Grace is pursuing the divestment of Colowyo, a partnership wholly owned by Grace Energy, and 
expects to conclude such a transaction in 1994. Grace is in the process of liquidating the remaining 
miscellaneous assets and liabilities of Grace Energy's oil and gas operations. 


Grace Distribution and Other 
As mentioned above, in the second quarter of 1993, Grace classified as discontinued operations certain non-core 
businesses, which include its animal genetics and Caribbean fertilizer operations, the operating results and net assets 
of which are included under “Other” in the following tables. In 1992, Grace classified as discontinued operations 
certain corporate investments, including Grace's minority interests in Canonie Environmental Services Corp. and 
Grace-Sierra Horticultural Products Company. In December 1993, Grace completed the sale of these minority 
interests for total proceeds of $41.3. Grace is pursuing the sale of the remaining non-core businesses and corporate 
investments and expects to conclude such transactions in 1994. 

The loss from discontinued operations in 1992 included an after-tax provision of $12.1 relating to the loss 
associated with the sale of Grace's remaining Mexican-style restaurant operation. In March 1992, Grace 
completed the sale of Grace Distribution for $97.8 in cash and notes. 
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Operating results of Grace's discontinued operations subsequent to their classification as such have been 
consistent with amounts originally estimated and are recorded against established reserves, Operating results 
prior to classification as discontinued operations and sales and revenues for the three years ended 


December 31, 1993, 1992 and 199] were as follows: 
1993 1992 1991 


Cocoa 
fo) [sed g[e We cll: Cae Retna et ot ec eR rae tome ree ee eee S$ 635.8 $683.5 $705.0 
(Loss}/income from operations before taxes'"’........... ee $ (5.6) $ 18 $ 28.6 
Income tax benefit /| provision) .............ssesecnsrsersesesnsevesesegcesecereceenseqensnunianasne 1.0 4 (11.8) 
{Loss)/income from discontinued Operations ........-.-.scssescsesessessnessnecesenenee $ (4.6) $ 2.2 $ 168 
Battery Separators and EMS 
Bele ti nG me ONUBS te wan aeai ieee eae $ 387.9 $ 413.6 $401.7 
Income from operations before taxes!) ooo. ccccecccsessccccsessessnsnsseinecssessneneee § «Az $ 29.1 $ 23.7 
IepRESTR ER ERIE STO VAL IEY L-orscceenninssnasosonsnoscsensassnsussnaaniniv oysniesiers apie Ake REN (2.1) (10.1) (8.0) 
Income from discontinued Operations ....:.csssssssveseresecesecsececesecesnsacanenenensssens 5 26 $ 19.0 S 157 
Grace Energy 
Sales and revenves ccsccccssscscssssssessssssevvien $ 234.8 $ 515.0 $479.2 
(Loss) from operations before taxes!!! ......cccmsscieseccscssececeseseresranscasssanguateneess = $ (11.1) $ (25.6) 
Jneome IGORTONE cscs crussosuinnaacecemonomaatinennmaiade __._ eC 
{Loss} from discontinued Operations ........:.....cscsvsssseccnsensevansssceessnsanesueeecesensn —_ = $s (45) 8 (15.9) 
Grace Distribution 
SCHEER UBS cca, dcaniaseacmnaoniacnerenmaendinrnonnn tansy tient —_ = $1780 $780.4 
(Loss) from operations before taxes!) oc ccccsuereey-sceveeyessenseeeeevevavenececnenes - $ (2.8) $ (1) 
TRESS BBE SRE A acoso acpuronoacancos muccconomanonmnanntermatina dessa CUD 
(Loss) from discontinued Operations .....-.--scc-:sscessvessesesevereeessseeecesevesesennsneeseena = $y $f - 
Other 
SOLGSONY (EVONUES tan marnasteasheatene dence aitadam ase naU $ 69.7 $ 96.5 $102.4 
(Loss) from operations before taxes!!! ssccccccccscsscsecesesssssssssssnsnssnanymeeeesee $ (1.7) $ (13.4) $ (2.7) 
ee sarod erg ir) -) | Co ee cae esos _ 03 35 30 
(Loss}/income from discontinued operations................ $ (1.4) $ (9.9) $ 3 
Total operating results of discontinued Operation ........cc.csesesserereeeie neeisnsecee $ (3.4) $ 49 $ 169 
Net pretax (loss) on disposals of Operations ..........cs.csesssesssvavnnsenssnsnnncnsesenecenti (127.3) (255.1) - 
Income tax benefit on disposals of Operations .......cscccssesvvvseenesnececseceeeeene a ee: co 
Total (loss)/income from discontinued Operations ....ccccsosscssscssrsessseseeeeersseseseess $(108.4) $( 162.2) $ 169 


Reflects an allocation of interest expense based on (a) a ratio of the net assets of the businesses classified as discontinued 
operations in the second quarter of 1993 as compared to Grace's total capital and (b) Grace's incremental borrowing rate 
applied to both the expected proceeds from the divestment of Grace Energy and to the net assets of Grace Distribution through 
the dates of their respective sales, assuming that amounts received from the divestment of these businesses are used to reduce 
debt. The above operating results for the periods prior to classification as discontinued operations include interest expense 
allocations of $2.5. $38 6 and $676 for 1993, 1992 and 199I, respectively. 

For financial reporting purposes, the assets, liabilities, results of operations and cash flows of Grace Cocoa 
Associates, LP. (LP) are included in Grace's consolidated financial statements as a component of discontinued 
operations, and the outside investors’ interest in LP is reflected as a minority interest in the Consolidated Balance 
Sheet. See Note 12 for a further discussion of LP. 

Net assets of Grace's discontinued operations (excluding intercompany assets) a! December 31, 1993 were 


as follows: Battery 
Separators Grace 
Cocoa and EMS Energy Other Total 
CORGALGSENS ncnticoinnesnmicecmue, Sele $114.3 $ 148 $ 54.4 $ 402.1 
Properties and equipment, Net... 170.3 157.2 134.0 38.8 500.3 


Investments in and advances to 


affiliated companies .. en eee _ 48 4.1 40.2 49.1 
Other noncurrent OSSets ooo. eceseessesneseenes 41.8 25.4 11.4 470 125.6 
TOtON GREENS: wcpecensletcrccnnems ac: $4807 $301.7 $164.3 $180.4 $ 1,077 1 
Current liabilities. esessscennanne PIZZA $ 38.9 $ 14.9 $ 23.1 $ 204.3 
Other noncurrent liabilities 0.0.0 .0occcccee cee 63.7 28.7 19.7 { .6] 11.5 
Total liabilities .. ee sasguscen eBllele $ 676 $ 34.6 $ 22.5 $ 315.8 
Oo C1: ne ee $239.6 $234.1 $129.7 $1579 $ 761.3 


7. Other Balance 
Sheet Items 


8. Properties and 
Equipment 


1993 1992 


Notes and Accounts Receivable 


Trade receivables, less allowances of $49.7 (1992 — $38.3) cocci 9 545.7 $ 598.3 
Other receivables, less allowances of $.6 (1992 — $1.0) oonccccccccccscscscscsesscecssscsvsessceveecsecssseesenaeesene 111.7 92.1 
$ 657.4 $ 690.4 
Inventories 
RIVE CARVER: EDGR Irigy TPES. crenesersoccescncatoronnsreercerrseterseracetoheormnietinrenersorornepnotemnynemmeicncniicntcs My WS $ 179.3 
VY RITES acct sercccaacascnscas cs cacenesneescarsasannste msieanistomrenrerslas SRA OSTEO eI 59.9 76.2 
FINISHED AU CIS: ici sare ca seclusion RST OORSarA NaN Rae Mgr maniee 243.3 3247 
General merchandise ............0.0:0.+-- Pee RT Te ene 67.0 59.8 
Less: Adjustment of certain inventories to a oi tenaey?lic irs-out 1 (UFO) bape aesecusastcasccessnuost (40.6) (47.1) 
$ 441.0 $ 592.9 
Other Assets 
Deferred income taxes . saccingsksa on eticeoisankasodsatsnanessiasossisandTeaer ANT TIPE ST CN IRR), Le ae $ 1371 
Prepaid pension costs. sae SoS SSR TASC ATG cepa arenes uc eA TI Sangsiss 224.2 229.2 
Patient relationships, lass cecumolaiesia amortization af $96. 5 (1992 - - $78 i) Renee tere 196.4 184.8 
Long-term receivables, less allowances of $13.4 [1992 — $8.4) oo..ccccccccccccccsisesseesetieenen 177.0 103.5 
ISDST Po aL AEM Sc cpa cheeonia prc esoe woes recency Sc Sg eae oLc TR 110.4 108.1 
LONGHETI TIVESITERISS -ssiserseressoervesesworeseoentnensnerisnronnesoentgnsentssrancecenteentinn sbetenpanemenaennemnbeenite ss 104.4 68.2 
Investments in and advances to affiliated c GORI DONG Seacacnenitieir an ter Amen redereerime aha: 51.4 115.8 
Peale ts eried NGO RSG csc ccccas cesses caus cocnn esmtapee wa Pea petvaeNe AC Cue eadNiN Niortai Madi ama ERT RRCTS 33:9 25.7 
SR SSS ST CA nl Ue eg Sl 60.3 61.5 
$1,235.3 $1,033.9 


During 1993 and 1992, Grace entered into agreements to sell up to $270.0 and $345.0, respectively, of 
interests in designated pools of trade receivables. At December 31, 1993 and 1992, $263.8 and $3079, 
respectively, had been received pursuant to such sales, which amounts are reflected as reductions to trade 
accounts receivable. Included in the trade receivables sold at December 31, 1992 are $50.0 of trade 
receivables, the sale of which has been reflected as a reduction in net assets of discontinued operations. 

Under the terms of these agreements, new interests in trade receivables are sold as collections reduce 
previously sold trade receivables. There is no recourse to Grace, nor is Grace required to repurchase any of the 
trade receivables in the pools; if certain trade receivables in the pools prove to be uncollectible, other trade 
receivables are substituted (to the extent available). Costs related to these sales are expensed as incurred. 
There were no gains or losses on these transactions. 

Inventories valued at LIFO cost comprised 29.0% and 22.9% of inventories at December 31, 1993 and 
1992, respectively. Liquidation of prior years’ LIFO inventory layers in 1993, 1992 and 199] did not materially 
affect cost of goods sold in any of these years 


1993 1992 
RCA H ee Sreerrercesacesecrepition ene ee ne ee ee ee ee $ 592 
Buildings. spy sp Gata PSD NR ACESS ats 636.1 801.3 
Machinery, squiawert and ether. Pe a eT re 1,842.5 2,199.1 
Projects under construction .. ws Sussman sovsi hist obaatcn eekeo ase IS SPST ECE 247.9 231.4 
PROD ERES ONG SQUIPMEN GOSS ancmnsncconsacsamamonrneirmiuicrmasoarneniccmpinedentmncaens pede 3,291.0 
Accumulated depreciation and scaattaliiay wists prices repinemen aeacaeannios: VieaeDy (1,583.1) 
Pro PITS Cie) CEUIPITISONN HEY nomeveccriessernsscenaneccogrnnteercemexcunsnnernen See: UAB MCl $1,7079 
ee 


Interest costs have been incurred in connection with the financing of certain assets prior to placing them in 
service. Interest costs capitalized in 1993, 1992 and 1991 were $7.4, $20.4 and $21.4, respectively. 
Depreciation and amortization expense relating to properties and equipment amounted to $189.2, $194.9 
and $203.4 in 1993, 1992 and 1991, respectively. 
Grace's rental expense for operating leases amounted to $63.8, $80.0 and $677 in 1993, 1992 and 
1991, respectively. See Note 1] for information regarding contingent rentals. 


At December 31, 1993, minimum future payments for operating leases were: 


Liao Ae cto Corer preee Sc eae researc cctinineniaonneennnian=mmmnonmucunn Hak 
NG as cease yacasnececczuemed tater truacesppeecenecretr nae RTESIES satis aa cor sprarsecriaase clas ash sala neapaaraskcimigae ath 41.9 
VDF ceasssssoccissgss sca cctbx nice ac eR ARNOT ASSTERREN SLOSSOLGCS LESS HEB a RRND SLE tei bea rena vunsnrier aes 35.4 
MAINES ILI nc /nssrvsneneccssnnr vont tominsonenoveensqosanesconi revsendssa Skandia As Spe os OAT ARSE ada apo Ee sts CoS 
Total minimum lease payments ........csecsseesiecesesesasecesessscnsens ee ceo eee opropecinaen — PODS 


The above minimum lease payments include sublease income of $12.1 per year for 1994 through 1998 and a total of 
$53.6 in later years. 

In 1992, a critical raw material supplier to Grace's fumed silica plant in Belgium was effectively denied a 
previously promised permit for by-product disposal, resulting in the shutdown of the supplier's plant. As a result, the 
continued operation of Grace's plant would have required Grace to obtain other suppliers and/or take other actions 
tequiring significant additional investment. Consequently, Grace closed its plant and in the third quarter of 1992 
recorded a one-time provision of $140.0, reflecting the entire net book value of the facility and certain additional 
expenses. This provision could be offset in part by recoveries from litigation, the renegotiation of certain contracts 
relating to the plant and/or the sale of the plant. As of December 31, 1993, Grace substantially completed the 
shutdown of this facility and believes the amounts recorded are adequate to cover remaining contingencies. 


9. Debt 1993 1992 
Short-Term Debt 
Commercial paper (3.6% and 4.1% weighted average interest rate at 
yearend 1993 and 1992, respectively)!"! ... cmcemcketere ia) TTS $ 25.0 
Bank borrowings (4.3% weighted pangs interest rate at yeorend 1992)!" _, Reece - 170.6 
Current maturities of long-term debt . a ee ee -_ 9.1 50.7 
Other shortterm borrowings!” v....csscsssesesssesssvensscssnsnevnenee see Seren Rae T OA rece cits 356.1 218.4 
ee _§ a7 
Long-Term Debt 
Commercial paper (3.6% weighted average interest rate at yearend 1993)! om 9 308 - 
Bank borrowings (3.6% and 4.3% weighted average interest rate at 
yearend 1993 and 1992, lil eee reer nT nee ne 479.6 $ S100 
74% Notes Due 2000") oo... depres OEEEE! Piitsicees ives ania MRS 300.0 - 
ZT IPINOteS DUS: 2002 enveaereesoseessererorstses sass Sins sg seca sR CEE —_ 150.0 150.0 
6.5% Notes Due 1995 oes ee eee ee 150.0 150.0 
Sundry indebtedness with various maturities through 2003 .. estvoceitiven SENS SOATEST 72.2 874 
liquid Yield Option Notes (LYONs}'*! ee ee - 351.2 
6.25% Convertible Subordinate Debentures Due 2002” ee ne = 150.0 
Industrial revenue bonds with various maturities through 2007 ne iasateessicacrasccresinsyl bail = 66 
1,182.6 1,405.2 
less amounts due within one year included in shortterm debt oon... .ccccccscsssssssessessseseseneseceeeesssnenuees 9.1 50.7 
$1,173.5 $1,354.5 
Full-year weighted average interest rate on total debt oo. ccccsessss ccesssasesennsestensnnnusnnannnnnsnsensonnen 5.5% 6.7% 
nn eee nhneRkReRea_—_eee eee ee _—_— eee 


"Under its bank revolving credit agreement, Grace may borrow up to $1,225.0 at interest rates based upon the prevailing prime, 
federal funds and/or Eurodollar rate. Of the $1,225 0, approximately $7150 is available under a 364-day facility expiring 
September |, 1994, and the remainder is available under a three-year facility expiring September |. 199.5 At December 31. 
1993 and 1992, borrowings of $63 9 and $250 0, respectively, were outstanding under the revolving credit agreement and 
are included in long-term bank borrowings above At December 31, 1993, $613 9 was reserved to support commercial paper 
and other bank borrowings outstanding, leaving ne! unused credit facilites of $5472. Grace's ability to borrow the maximum 
amounts available under these facilities is subject to compliance with certain covenants, which include minimum net worth 
requirements and an interest coverage ratio 

Represents various lines of credit and miscellaneous borrowings, primarily of non-US subsidiaries 

During the first quarter of 1993, Grace sold at por $300.0 of 74% Notes Due 2000 Interes! 1s payable semiannually and the 
Notes may not be redeemed prior to maturity 

“(During the third quarter of 1992, Grace sold at par $150.0 of 775% Notes Due 2002. Interest is payable semiannually and 
the Notes may not be redeemed prior to maturity 

‘During the fourth quarter of 1992, Grace sold $150.0 of 6. 5% Notes Due 1995 at an initial public offering price af 99 758% 
of par, to yield 6 59% Interest is payable semiannually and the Notes may not be redeemed prior to maturity 

''Grace redeemed in full all of its outstanding Liquid Yield Option Notes (LYONs} ($1,012.5 principal amount at maturity, $371.1 
corrying value} on July 30. 1993 In connection with the redemption, approximately 31% of the LYONs [approximately $309.6 
principal amount, $113 5 carrying value) were converted into 2.8 million shares of W R Grace & Co common stock The 
remainder of the LYONs were redeemed for $2576 in cash 

"Groce redeemed in full all of its outstanding 6.25% Convertible Subordinate Debentures Due 2002 (6.25% Debentures) on 
September 15, 1993 The 6 25% Debentures were convertible into common stock of W R. Grace & Co at a conversion price 

38 of $42 125 per share Substannally all of the $150.0 principal amount of the 6.25% Debentures outstanding immediately prior 
to the redemption date wos redeemed for cash (equal to the principal amount outstanding) 


10. Financial 
Instruments 


Payment of substantially all of Grace's borrowings may be accelerated, and its principal borrowing agreements 
terminated, upon the occurrence of a default under certain other Grace borrowings. 

Scheduled maturities of debt outstanding at December 31, 1993 are: 1994-$9.1; 1995-$166.3; 
1996-$ 13.9; 1997-$6.1, and 1998-$4.4. 

Interest expense for 1993, 1992 and 1991 amounted to $81.5, $90.0 and $115.4, respectively. Interest 
payments made in 1993, 1992 and 1991 amounted to $102.5, $166.8 and $263.9, respectively. By 
managing its interest rate exposure through interest rate derivative agreements, Grace reduced interest expense 
for the years ended December 31, 1993 and 1992 by $20.3 and $4.7, respectively. See Note 10 for a further 
discussion of interest rate hedge agreements. 

During the fourth quarter of 1993, Grace filed a registration statement with the Securities and Exchange 
Commission covering $750.0 of debt and/or equity securities that may be sold from time to time; the 
registration statement became effective in January 1994. 


Interest Rate Swaps 

Grace enters into interest rate hedge agreements to manage interest costs and risks associated with changing 
interest rates; most of these agreements effectively convert underlying fixed-rate debt into variable-rate debt 
based on LIBOR. At December 31, 1993 and 1992, the notional principal amount of these agreements totalled 
$1,250.0 and $1,035.0, respectively. At December 31, 1993, Grace would have been required to pay $25.8 
to settle these agreements, representing the excess of carrying value over fair value, based on estimates 
received from financial institutions. The fair value at December 31, 1992 was not material. Due to previously 
settled agreements, Grace has unamortized gains of $56.3 and $4.9 as of December 31, 1993 and 1992, 
respectively, which are reflected as adjustments to interest expense over appropriate periods relevant to the 
respective financial instruments. 


Foreign Currency Contracts 

Grace enters into a variety of short-term currency swaps, foreign exchange contracts and options to manage its 
exposure to fluctuations in foreign currency exchange rates. These contracts generally involve the exchange of 
one currency for another at a future date. At December 31, 1993, Grace had a notional principal amount of 
approximately $34.9 in contracts to buy or sell foreign currency in the future. The carrying value at December 
31, 1993 and 1992, which approximated fair value based on exchange rates at December 31, 1993 and 
1992, was not significant. 


Other Financial Instruments 

At December 31, 1993 and 1992, the carrying value of financial instruments such as cosh, short-term 
investments, trade receivables and payables and short-term debt approximated their fair values, based on the 
shortterm maturities of these instruments. Additionally, the carrying value of both long-term investments and 
receivables approximated fair values. Fair value is determined based on expected future cash flows, discounted 
at morket interest rates, and other appropriate valuation methodologies. At December 31, 1993 and 1992, the 
fair value of long-term debt was $1,216.4 and $1,400.9, respectively. Both periods include approximately 
$510.0 of borrowings supported by the revolver agreement, for which the carrying value approximated fair 
value. The fair value of debt is determined by obtaining quotes from financial institutions. 

Exposure to market risk on interest rate and foreign currency contracts results from fluctuations in floating rate 
indices and currency rates, respectively, during the periods in which the contracts are outstanding. The 
counterparties to Grace’s interest rate hedge agreements and currency exchange contracts consist of a 
diversified group of major financial institutions. Grace is exposed to credit risk to the extent of nonperformance 
by these counterparties; however, management believes the risk of incurring losses due to credit risk is remote 
The notional amount of the instruments discussed above reflected the extent of involvement in the instruments, but 
did not represent its exposure to market risk. Considerable judgment is required to develop the estimates of fair 
value; thus, the estimates provided above are not necessarily indicative of the amounts that could be realized in 
a current market exchange. 
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11. Commitments and 
Contingent 
Liabilities 


12. Minority Interests 
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Grace is the named tenant or guorantor with respect to certain lease obligations of previously divested businesses. 
The leases, some of which extend to 2015, have future minimum lease payments aggregating $68.4. Grace is also 
the named tenant or guarantor with respect to lease obligations having future minimum lease payments of $43.7, as to 
which Channel Home Centers, Inc., a previously divested business, has been released in bankruptcy; offsetting this is 
$39.7 of future minimum rental income from subtenants. Grace continues to attempt to sublease the remaining 
properties and believes its ultimate exposure is not material. 

Grace is the named tenant with respect to lease obligations with future minimum lease payments of $19.5 
that have been assigned to Hermans, a previously divested business currently operating under Chapter 11 of 
the Federal Bankruptcy Code. Hermans has advised Grace that it intends to continue to occupy premises under 
leases with future minimum payments of $17.9 and is negotiating termination agreements as to the remainder. 
Grace believes its ultimate exposure under these leases is not material, as Hermans is performing on its current 
lease obligations and expects to emerge from bankruptcy as a viable company. Additionally, Grace is fully 
indemnified by other parties for any losses it may incur under these leases. 

In 1992 and 1993, Grace provided The Restaurant Enterprises Group, Inc. (REG) with various forms of 
financial support, including a letter of credit support facility to assist REG in meeting certain liquidity and 
other financial requirements. During 1993, REG was reorganized, and in January 1994 the letter of credit 
wos canceled and Grace received $42.8 in exchange for all of the REG securities held by Grace. The 
reorganized REG (now named Family Restaurants, Inc.] has agreed to indemnify Grace with respect to 
leases entered into by REG’s subsidiaries under which Grace remains contingently liable. At December 31, 
1993, these leases have future minimum lease payments of $72.4. Grace believes any risk of loss from 
these contingent liabilities is remote. 

Grace is subject to loss contingencies resulting from environmental laws and regulations, which include obligations 
to remove or mitigate the effects on the environment of the disposal or release of certain wastes and other substances 
at various sites. Grace accrues for anticipated costs associated with investigatory and remediation efforts where an 
assessment has indicated that a loss is probable and can be reasonably estimated. At December 31, 1993, Grace's 
accrued liability for environmental remediation totalled approximately $160.0. 

The measurement of the liability is evaluated quarterly based on currently available information, including the 
progress of remedial investigation at each site, the current status of discussions with regulatory authorities 
regarding the method and extent of remediation at each site, and the extent of apportionment of costs among 
other potentially responsible parties. As some of these matters are decided (the outcome of which is subject to 
various uncertainties) and/or new sites are assessed and costs can be reasonably estimated, Grace will review 
and analyze the need for additional accruals. 


In December 1992, LP, formerly a general partnership named Grace Cocoa that was wholly owned by two 
Grace entities, admitted two additional Grace entities as general partners and also admitted one new limited 
partner. As a result of the admission of these new partners, the total capital of LP increased to $1,430.5, which 
included a $300.0 cash contribution made by the new limited partner, $297.0 of which was funded by outside 
investors. LP's assets consist of Grace Cocoa’s worldwide cocoa and chocolate business, long-term notes and 
demand loans due from various Grace entities, which are guaranteed by W. R. Grace & Co. and its principal 
operating subsidiary, and cash. The cash contribution from the new limited partner was initially lent by LP to the 
principal operating subsidiary of W. R. Grace & Co. and was used to retire certain domestic borrowings and 
for general corporate purposes. Four Grace entities serve as general partners of LP and own general 
partnership interests totalling 79.03% in LP; the new limited partner owns o 20.97% limited partner interest in LP. 
LP is a separate and distinct legal entity from each of the Grace entities and has separate assets, liabilities, 
business functions and operations. For financial reporting purposes, the assets, liabilities, results of operations 
and cash flows of LP are included in Grace's consolidated financial statements as a component of discontinued 
operations and the outside investors’ interest in LP is reflected as a minority interest. 


13. Shareholders’ 
Equity 


14. Stock Incentive 
Plans 


The weighted average number of shores of common stock outstanding during 1993 was 91,461,000 
(1992-89,543,000; 1991-87,236,000). 

W. R. Grace & Co. is authorized to issue 300,000,000 shares of common stock. Of the common stock unissued 
at December 31, 1993, approximately 8,767,000 shares may be issued or delivered upon the exercise of stock 
options or grant of share awards in connection with stock incentives such as stock options. In addition, at December 
31, 1993, 102,232,000 shares were reserved in connection with Common Stock Purchase Rights (Rights). A Right is 
issued for each outstanding share of common stock; the Rights are not and will not become exercisable unless and 
until certain events occur, and at no time will the Rights have any voting power. 

Preferred stocks authorized, issued and outstanding are: 


Shares as of December 31, 1993 Par Value of Shares Outstanding 
Authorized and In 
Issued Treasury Outstanding 1993 1992 199) 
6% Cumulotivel™ cocci 40,000 3,536 36,464 $3.6 $3.6 $3.6 
8% Cumulative Class A?! oo 50,000 33,644 16,356 1.6 Le lz 
8% Noncumulative Class BY .... 40,000 18,415 21,585 2.2 2.2 22 
$7.4 $7.5 $75 


160 votes per share 
“16 votes per share 


Dividends paid on the preferred stocks amounted to $.5 in each of 1993, 1992 and 1991. 
The Certificate of Incorporation also authorizes 5,000,000 shares of Class C Preferred Stock, $1 par value, 
none of which has been issued. 


Changes in outstanding common stock options are summarized below: 


1993 1992 199] 

Average Average Average 
Number Exercise Number Exercise Number — Exercise 
of Shares Price of Shares Price of Shares Price 
Balance at beginning of year........ 6,365,187 $35.09 6,112,248 $32.01 7172,775 $24.9] 
Options granted rece 1,461,425 38.00 1,445,300 3777 2,901,793 39.27 

7,826,612 7,557,548 10,074,568 
Options exercise” ........c.cccccccsesecsien (683,255) 25.89 (1,132,863) 25.29 (2,052,421) 23.48 
Options terminated or canceled... (178,053) 40.13 (59.498) 2797 {1,909,899} 25.54 
Balance at end of year oc... 6,965,304 36.48 6,365,187 35.09 6,112,248 32.01 


At December 31, 1993, options covering 5,056,256 shares (1992—4,025,840, 1991-3,690,088) were 
exercisable and 1,804,122 shares (1992-3.087.994, 1991—4,637.368] were available for additional grants. 

In 1991, certain executive officers surrendered all or a portion of their outstanding stock options in exchange 
for shares of common stock equal in value to the excess of (1] the market value of the option shares at the date 
of surrender over (2) the purchase price of the option shares. The shares received upon surrender were subject 
to restrictions on transfer. The officers surrendering options generally were granted new options covering an 
equal number of shares with a purchase price equal to 110% of the fair market value of the common stock on 
the date of grant. Subject to certain exceptions, such options may not be exercised until 1996, at which time 
they become exercisable in five annual installments. 


4] 


15. Pension Plans 
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Grace maintains defined benefit pension plans covering employees of certain units who meet age and service 
requirements. Benefits are generally based on final average salary and years of service. Grace funds its U.S 
pension plans in accordance with federal laws and regulations. Non-U.S. pension plans are funded under a 
variety of methods because of differing local laws and customs and therefore cannot be summarized. 
Approximately 55% of U.S. and non-U.S. plan assets at December 31, 1993 were common stocks, with the 
remainder primarily fixed income securities. 

Pension (benefit)/cost is comprised of the following components: 


1993 1992 199) 

U.S. Non-U.S. U.S. Non-US. U.S. Non-US 
a a 
Service cost on benefits earned during the year wu... $$ 17.6 $95 $11.1 $94 $136 $13.4 
Interest cost on benefits earned in prior years 2.0.0... 36.3 17.1 31.7 16.5 30.9 16.3 
Actual return on plan assets .........cc.ccsssesssssssesasssscaunsesneuase (108.2) (56.7) (209) (306) (83.6) (34.3) 
Deferred gain/(loss) on plan assets ooo... 58.1 36.0 (30.5) 9.5 33.2 12.9 
Amortization of net gains and prior service costs ........ (5.3) (1.7) (8.4) {5.5} (77} (2.9) 
Net pension (benefit) /cOst .....cccsseeccseesesseenee sree $ (1.5) $4.2 $170) $ (7) ${136) $ 5.4 
rr  —— E 


The funded status of these plans was as follows: 
1993 1992 


U.S. Non-U.S. U.S. Non-U S. 


Actuarial present value of benefit obligation: 


West sessacscsscssccicaratcoctatscenspereseessvermanasseseen areca mimes ier? $172.6 $522.3 $163.6 
Accumulated benefit obligation o..cccccccscccensnnnesnn $620.0 $182.2 $5277 $ 1761 
Total projected benefit obligation ......cccsssssssssssssssecsseseeseenene $691.4 $263.4 $596.4 $240.4 
Plan assets at fair value ....... enantio 836.4 270.1 7679 288.5 
Plan assets in excess of projected benefit obligation ........... 145.0 6.7 171.5 48.1 
Unamortized net gain at initial adoption oo... essesseeseeseeee (96.1) (6.4) (108.6) {14.3} 
Unamortized prior Service COSt o...c..cccssesscssssssisesssvcecsisessesesnne 34.8 4.2 19.4 4.2 
Unrecognized net gain/(loss} See ee 47.6 9 54.2 {21.0} 
Prepaid pension COSt ............-.. ecu ORESITE $131.3 $ 5a $136.5 $ 170" 


Includes $71 4 in 1993 and $80.7 in 1992 of prepaid pension costs 


The following significant assumptions were used in 1993, 1992 and 1991: 


1993 1992 199] 
U.S. Non-U.S. U.S Non-U.S U.S Non-U.S 
Discount rate at December 31, occ. = 7.5% = 4.5- 8.0% 8.0% 60-12.0% 9.0%  6,0-13.0% 
Expected long-term rate of return noc. 9.0  6.0-10.5 90 60-110 90 6.0-11.0 
Rate of compensation increase ...........seeesse- 5.5 ane) 6.0 35'= 43 6.0 3:5= 75 


As a result of classifying certain operations as discontinued and divesting other operations, Grace 
recognized an increase in the net prepaid pension benefit of $6.2 and $10.9 in 1992 and 1991, respectively 
In addition, Grace settled certain pension obligations of one of its non-U.S. plans, resulting in gains of $.6, $.7 
and $11.8 in 1993, 1992 and 1991, respectively. 

Grace's Retirement Plan for Salaried Employees (Plan) contains provisions under which the Plan would 
automatically terminate in the event of a change in control of W. R. Grace & Co. and Plan benefits would be 
secured through the purchase of annuity contracts. Upon such termination, a portion of the Plan’s excess assets 
would be placed in an irrevocable trust to fund various employee benefit plans and arrangements of Grace, 
and any balance would be returned to Grace. 


16. Other Postretirement 
Benefit Plans 


Grace provides certain other postretirement health care and life insurance benefits for retired employees of 
specified U.S. units. These retiree medical and life insurance plans provide various levels of benefits to 
employees (depending on their date of hire) who retire from Grace after age 55 with at least 10 years of 
service. The plans are currently unfunded. 

Effective January 1, 1992, Grace adopted SFAS No. 106, which requires the accrual method of accounting 
for the future costs of postretirement health care and life insurance benefits over the employees’ years of service 
The “pay as you go” method of accounting, used prior to 1992, recognized these costs on a cash basis. The 
adoption of SFAS No. 106 on the immediate recognition basis, concurrent with the adoption of SFAS No. 109, 
resulted in a charge to 1992 earnings of $190.0, net of $98.0 of deferred income taxes. In addition, the 
application of SFAS No. 106 resulted in a decrease of $5.1 in 1992 after-tax earnings from continuing 
operations. Grace's cash flow, however, is unaffected by implementation of SFAS No. 106, as Grace continues 
to pay the costs of postretirement benefits as they are incurred. 

Included in noncurrent liabilities as of December 31, 1993 and 1992 are the following: 


1993 1992 

Accumulated postretirement benefit obligation: 
Re HIT ENED sacs hesssrseatevan nas acai ec lpcd RORGISSD ASOD PR aT erect cn ah eptoee $168.9 $151.0 
Fras ye send CHAE T Sscesrss cece coerce cee bap lan NeangeNen GRZaSSer Sepa 36.9 21.5 
PRCA Svea HN: foes RI TAES.csernarmieamczcovacscrnemsvrt vivre getdate es Sataonrbels eg eae 38.3 45.1 
Accumulated postretirement benefit obligation ......:...0c.ccccsssssscsesssssesessseneesesesssseseaneeesesesunsnunsessasec 244.1 2176 
Maire cagA ST NSS i cesecsscemssescnsecneze rasan hsbc h ee ang Tanna ne (40.7) (176) 
Unreccenized ation Sereiee betrititt sccecosesscasenscsrecsancesssnersrssersessnrsusnracesie ivan ebilethendebieaco lor becevtaseoro 52.9 75,2 
Accrued postretirement benefit obligation .sisise.scssscessusssssecsssesecesnsssssnseyeteeeecsitasasnneneeeestunasunvacestones $256.3 $275.2 


Net periodic postretirement benefit cost for the years ended December 31, 1993 and 1992 is comprised of 
the following components: 


1993 1992 
BERG RIE e. spcchanty cranes thcicZassticstops cc tcaecasgiges iss INT II NOTIN IR OR $ 2:2 $ 3.8 
Interest cost on accumulated postretirement benefit obligation oo... ccc cccsesenene ee re 13.2 15.6 
A mearttz toni net IGS ic acs rcevccecessessvzexcoivssccrncsteveicos cpr ehecshy nonce as Veeceastokabiasons Gace ener pena eae 2 ~ 
Amortization of prior service benefit ...... (4.5) {1.9} 
Net periodic postretirement benelit COST .........c.cscesecssccsssvecscescersssusssscgcarecnutisesasssesayevsstscasecavucsacecguaseers $11.1 $175 


The cost of these benefits (cash basis) to Grace's continuing operations was approximately $5.6 for 1991 
As a result of classifying certain operations as discontinued, Grace recognized reductions in the accrued 
postretirement benefit obligation of approximately $16.6 and $23.5 in 1993 and 1992, respectively, which are 
reflected in the reserve for discontinued operations 

During 1992, Grace's retiree medical plans were amended to increase cost sharing by employees retiring after 
January 1, 1993. This amendment decreased the accumulated postretirement benefit obligation by $52.9 at 
December 31, 1993 and will be amortized over an average remaining future service life of approximately 13 years. 

Medical care cost trend rates were projected at 11.7% in 1993, declining to 5.0% through 2003 and 
remaining level thereafter. The effect of a one percentage point increase in each year's assumed medical care 
cost trend rate, holding all other assumptions constant, would be to increase the annual net periodic 
postretirement benefit cost by $1.6 and the accumulated postretirement benefit obligation by $16.5. The 
discount rates at December 31, 1993 and 1992 were 75% and 8.0%, respectively. 

In November 1992, the Financial Accounting Standards Board issued SFAS No. 112, "Employers 
Accounting for Postemployment Benefits,” which requires accrual accounting for non-accumulating 
postemployment benefits. Grace's primary postemployment obligation is for disabled workers’ medical benefits 
These are currently included in accrued postretirement costs under SFAS No. 106. The adoption of SFAS No. 
112 is not expected to have a material effect on Grace's results of operations or financial position. 
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17. Industry and 
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Geographic 
Segments 


Industry Segment Information | 


Specialty 
Chemicals 


Health 
Care 


Other”! 


Sales and Revenues 1993 $2,895 $1,513 5 - $4,408 
1992 3,062 1,275 - 4,337 
199] 3,078 1,060 249 4387 
Pretax Operating Profit .. 1993 392 247 (418) 221 
1992 259" 176 (242) 193 
199] 409 143 (218) 334 
Identifiable Assets 1993 2,115 1,442 1,791 5,348” 
1992 2,012 1,095 927 4,034"! 
1991 2,260 1,016 750 4,026° 
Capital Expenditures 1993 209 80 21 310" 
1992 224 52 34 310"! 
199] 216 46 52 314"! 
Depreciation and AMOrization .o..-.-...ssesswesseesesssenesceseee 1993 138 78 12 228 
1992 151 65 9 225 
1991 154 6] 18 233 
Unallocated 
United Corporate 
Geographic Segment Information’ States Canada Europe Other ltems*! Total 
Soles and REVENUES ......ccesecrcscecreerne 1993 $2,855 $124 $ 932 $497 $ = $4,408 
1992 2,721 131 1,081 404 - 4,337 
199] 2,455 136 1,186 36) 249 4,387 
Pretax Operating Profit ... = "OES 460 7 93 79 (418) 221 
1992 387 | (32) 79 (242)'* 193 
199] 313 10 152 fi (218) 334 
Identifiable Assets . 1993 2,327 82 753 395 1,791 5,348" 
1992 1,977 75 772 283 927 4,034"! 
199] 1,915 86 969 306 750 4,026"! 
"Certain amounts have been restated to conform to the 1993 presentation 
“Includes divested specialty businesses and unallocated corporate items 
Includes a provision of $140 relating to o fumed silica plant in Belgium 
“Unallocated corporate items include 
1993 1992 199) 
Interest expense $ (82) $ (90) $ (115) 
General corporate overhead expenses (63) {64) (63) 
Genera! corporate research expenses (64) {62) {56} 
Provision relating to asbestos-related insurance coverage (159) - a 
Net gain on strategic restructuring = - 6 
Other (expenses}/income, ne! (50) (26) 10 
Total $(418) — $/242) $(218) 
Excludes ossets ond capital expenditures of discontinued operations as follows 
1993 1992 1991 
Identifiable assets $5,348 $4034 $4026 
Discontinued operations 761 1,565 1,98) 
Total Assets $6,109 $5599 $6,007 
Capital expenditures § 310 $ 310 $ Ss 
Discontinued operations = 88 133 
Total Capital Expenditures $ 310 $ 398 §$ 447 


Quarterly Summary 
Unaudited-dollars in millions, 
excep! per share 


Financial and Statistical Review 


Quarter Ended March 31 June 30 September 30 December 31 
1993" 
SISSGi REVENUES taccuccara-tva cues eavasnmeclinis $986.2 $1,094.1 $1,136.1 $1,192.0 
Cost of goods sold and operating expenses.............. (593.8) (648.5) (664.3) (690.2) 
Income/(loss) from continuing Operations oo... 31.7 53.9 (236.4) 285.2") 
Loss from discontinued Operations .....-..ss.se:ssccseereesseeneee (3.4) (105.0) - - 
Peseta foe re (SS | ce erveztcam sce vioveurssinacertemereracnecerngs 28.3 (51.1) (236.4) 285.2 
Earnings/(loss) per share: 

Continuing Operations ........svsssessssssssssssssesssssessansestepsee $ 325 $ 60 $ (2.56) $ 3.05 

et Gzarnirigs /[lo$S)..:cexssocncrnncoeeresonenecenresevoseenrensscnrsenen 31 (.57) (2.56) 3.05 
Fully diluted earnings per share: 

Continuing Operations ..csseveccsssssssssssstsssssssseesescssensesseee i a ae —" § 3.03 

SSH BGS iiss siccicotiertea satiric dena ERR Et .30 —* _° 3.03 
Dividends declared per Common ShAFE ..veesxe-seseee $ .35 $ .35 $ 35 $ Be fo 
Market price of common stock: 

TRG ccs cssccssssccinearvcrnciseaccertcxsantessoorsscersuennevevenrecciesiantons $ 40% $ 40%. $ 41% $ 40% 

BOW ssarrcncecuisaaces cc caaatisascpezce ea gerioararr au ucanencniuatIN 363% 3812 34% 3434 

CIB serenade etre eater a eee ie 3812 4012 345% 40%% 
1992!" 
SO less nel AVENUES oc csrr0..ccacscnscrorvmcncssvianssersnconvenes $940.3 $1,061.6 $ 1,114.2 $ 1,220.9 
Cost of goods sold and operating expenses ........... (566.1) (609.2) (649.2) (7770) 
Income/|loss) from continuing operations 22.2... 170 51.1 (84.5)!” 74.\ 
(Loss)/income from discontinued operations............... (14.1) (152.3) 2.4 1.8 
Cumulative effect of accounting changes ............ (190.0) ~ - - 
PSE (GSS) CT Bes ceccccssccercecanesarccsssrssatcernvozesenconee ae (187.1) (101.2) (82.1) 759 
Earnings/(loss) per share:'*! 

Continuing Operations .....sssssecsssessssssssssssssscsscsssceesssseee S| $ Sx $ (94) $ 82 

Cumulative effect of accounting changes .............. (2.12) - - - 

Ielest (aise | HOtAT NGS sseaceseroencereerecomnsonnnnersacermnectenesensnens (2.10) (1.13) (.92) 84 
Fully diluted earnings per share: 

Continuing Operations ....c.scccseceiseseinserones -aosceetbonie S Je § 54 $ jt § FF 

Net earnings ............: LcaTIPRANIN Ee taint —) fi —!i SH 
Dividends declared per common share .....2:.:...c10000+ e 25 § 35 $ 85 $ 35 
Market price of common stock: 

FH bce texas scasirssuscassta seonnees esac aatcalerarcsnctetens $ 45 $ 3872 $ 3842 $ 40 4/s 

Iisa aa tra ered Gases elena in saasnedernctralaciapasanate 37 9/1 333/ 32 34 

Clos ee ee a ee Pi papehee tian ee eetieci: cian 40 3 34 37 */ 40 Vc 


‘'Amounts have been restated to canform to the year-end 1993 presentation 

'Per share results for the four quarters differ from full-year per share results as a separate computation of earnings per share 15 
made for each quarter presented. The difference in 1993 1s principally due to the conversion in the third quarter of outstanding 
LYONs into approximately 2.8 million shares of common stock, see Note 9 to the Consolidated Financial Statements 

‘Principal market: New York Stock Exchange 

“Includes o provision of $300.0 relating to asbestos-related insurance coverage 

‘Includes a $200.0 reversal of the $300.0 provision relating to asbestos-related insurance coverage 

°'Not presented as the effect is anti-dilutive. 

Includes a provision of $1400 relating to a fumed silica plant in Belgium 
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Quarterly Statistics 
Unaudited-dollars in millions 
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Quarter Ended March 3] june 30 September 30 December 3] 
1993 


Sales and Revenues 


Specialty Chemicals eee . $648.1 S$ 729.9 $ 734.7 $ 782.9 
Heal Cate veistsiatsanaanemsancamnunanninranetnsn 338.1 364.2 401.4 409.1 
(°5'c] |e nce aeeer . $986.2  $1,094.1 $1,136.1 $1,192.0 
Operating Income After Taxes - 

Specialty Chemicals ... ean $ 39.6 $ 58.8 $ 60.5 $ 80.6 
Health Care oe Z Sean poaess 27.9 35.1 36.9 42.3 
Total, asscsscs: se rctisructavioaeeah meen S 934 $ 97.4 S 122.9 


1992 


Sales and Revenues 


Specialty Chemicals = usercsenss, OPE $ 6879 $ 723.2 $ 809.0 
FIE2TS|[ 2? CIS ean Eng Peto 289.0 309.0 332.3 3449 
Total _ a, ee . $8887 $ 9969 $1,055.5 $ 1,153.9 
Operating Income After Taxes’ 

Specialty Chemicals ... ae ate, © ooo $ 59.7 $ 62.0" $ 836 
Health Care .... ; — eet 20.6 25.6 278 31-7 
Peal sae ares ees cAecenmae eee te eve $ 8685.3 $ 6898 $ 6115.3 


Amounts have been restoted to conform to the yearend 1993 presentation 

“Excludes divested businesses and, in 1993, a $100.0 provision for asbestos-related insurance coverage Amounts are computed 
before the allocation of corporate research, corporate overhead and corporate interes! For this table, toxes are computed 
substantially on a separate return basis for each unit 
Excludes sales of divested businesses, therefore, the totcl does not agree with sales and revenues in the Consolidated Stotement 
o! Operations ; 

Excludes a provision of $140.0 relating to a fumed silica plant in Belgiur 


Worldwide Operations Sales and Revenues’’’ Operating Income After Taxes!!!" 


Dover iamakens 1993 1992 1991 1993 1992 __1991 
United States/Canada 
Specialty Chemicolls .....:-..::..-sseenca $1,555 $1,455 $1,407 $141 $124 $120 
FICCI GG fee ernicarepescnctimncrnasnonstions 1,424 1,21] 1,029 128 92 78 
(i) 2,979 2,666 2,436 269 216 198 
Europe 
Specialty Chemicals ...2....-:s:scssseeceess 852 967 915 46 65% 87 
eGR RSORG iar nnesmaccoscesnaae 80 58 3] 14 14 5 
TONG, | detedectiensenanetecertas pacts 932 1,025 946 60 79 92 
Asia Pacific 
Specialty Chemicols cvsiccccccencce 907 278 265 40 36 37 
oto] | ah Oro) en a 8 6 - - - - 
TRIG eiinceresnetacntseachemtanaenm 315 284 265 40 36 37 
Latin America/Other 
Specialty Chemicals ......... eeeiaee 181 120 95 13 14 9 
TCT CEE ecccsesteitsarsaacommanorarennnese : 1 - ~ - - - 
TO | satoternniinn amare 182 120 95 13 14 9 
IE fet maetcgusecas 4,408 4,095 3,742 382 345 336 
Divested Businesses .......-.2.:....ccsessssssees - 242 645 - 16 10 
Total Continuing Operations ... $4,408 $4337 $4387 $382 $361 $346 


Certain 1992 and 199] amounts have been restated to conform to the 1993 presentation 

Computed before the allocation of corporate research, corporate overhead and corporate interest For this table, taxes are 
computed substantially on a separate return basis for each subsidiary and division. In the case of each U.S. subsidiary and 
division, tax benefits for operating losses, if any, are recognized currently 

Excludes a $100 provision for asbestos-related insurance coverage. 

Excludes a provision of $140 relating to a fumed silica plant in Belgium 


Depreciation and 


Capital Expenditures, Capital Expenditures Net Fixed Assets lease Amortization 

Net Fixed Assets and 1993 1992 1991 1993 1992 ___ 1991 1993 1992 199 

Depreciation and Lease : 

Amortization Operating Group 

Dollars in millions Specialty Chemicols ...........+. $209 $200 $179 $1,049 $ 975 $ 941 $135 $131 $126 
Health Care initnmnnnn BO 5246 277221205 MGC 
Subtotal .........00.... inican 209 252 225 1,326 1196 1146 181 169-162 
General Corporate oo... 21.845 CBCiEC($EPBD—- B—‘é‘a ]TLhULUTF 
Total Continuing Operations 310 286 270 1,454 1298 1,238 189 177 = 169 
Divested Businesses.............. - 24 44 - 4 213 = 18 34 
Discontinued Operations ..... -- 88 133 - 406 —s‘'1,107 - - - 
Total cioceeseesenswrnennnee $310 $398 $447 $1,454 $1,708 $2558 $189 $195 $203 
LE 


Geographic Location 
United States and Canada. $195 $156 $153 $ 854 $ 757 $ 696 $117 $108 $107 


EUrOG i snatesacsnnsecie eettoatoseus 68 80 56 351 342 346 49 49 45 
OMS AVES: creccorcsvevscacconass 26 16 16 121 97 104 15 12 10 
SubIchal! csccmenmnnnn Bee C252 225 15326 1,196 1,146 181 169 162 
General Corporate... 27 34 45 128 102 92 8 8 7 
Total Continuing Operations 310 286 270 1,454 1298 1,238 189 177 169 
Divested Businesses............... _ 24 44 _ 4 213 - 18 34 
Discontinued Operations ..... = 88 133 - 406 1,107 - - - 
Total veeccsssettesnnesnnee $3810 $398 $447 $1,454 $1,708 $2558 $189 $195 $203 
LL 


1992 and 199] amounts have been restated to conform to the 1993 presentation 


Financial Summary 
Dollars in millions, except 
per share amounts 
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1993 1992 199] 1990 1989 

Statement of Operations 
Soles inied reve nS isssscccssssctssecsecsscsnssuassesssces $4,408.4 $43370 $43866 $4309.7 $3,820.3 
Cost of goods sold and operating expenses.. 2,596.8 2,601.5 2,649.2 2693.5 2,430.7 
Depreciation and AMOMIZAHION ........cccseeveseeeesenee 227.7 224.9 2329 227.2 199.4 
IMGPESHERDENSE  vcoiecsasnscccemmceeeinsommarernnaemcnvecion 81.5 90.0 115.4 137.0 121.0 
Research and development expenses ................ 135.0 130.0 128.1 125.4 105.0 
Income from continuing operations 

before incOME tOX€S ......-ccssssssseseccssnnnsnseseeesee 221.2! 192.5") 334.2 272.1 207.8 
Provision for INCOME tOXES .........cssseeeeee 86.8 134.8 132.5 975 61.3 
Income from continuing operations 134.4 577 201.7 174.6 145.9 
(Loss]/income from discontinued operations... (108.4) (162.2) 16.9 28.2 107.3 
Cumulative effect of accounting changes......... = (190.0) - ~ - 
Net income/ (loss) .....c.ss:ssesssssssoceesecersssseesesennensnes 26.0 (294.5) 218.6 202.8 253.2 
Financial Position 
RSet SSi lk oracascevmcsramens nomena $1,975.3 $2,091.4 $1,990.00 $2380.1 $2,166.3 
CUTEST HES cea-tnereserscatrecmeneceincrenamens 1,992.6 1,639.6 1,622.1 1,680.1 1,589.1 
Properties and equipment, net .........c..cesseceeeeseeeee 1,454.1 17079 2558.2 2,462.1 2,220.0 
Total assets ; 5,598.6 6,007.1 6,226.5 5619.1 
LCG) © Ree aterren eens ean nye snare ais . 1819.2 22594 22859 20167 
Shareholders’ equity — common stock .......c0 1,510.2 1,537.5 2,017.7 1905.0 1,722.9 
Data Per Common Share 
Earnings from continuing operations ................... $ 146 $ 64 $ 231 $ 203 $ I7I 
Cumulative effect of accounting changes......... - (2.12) - ~ - 
EGITIAGE A UGSSD..cacesccsssneenssoncertneeesnuneretuacenseceamnatens .28 (3.29) 2:50 2.36 2.97 
Dividends 1.40 1.40 1.40 1.40 1.40 
BeokiWeletias aoncincucvconutmnaeee aaa 16.16 17.10 22.77 22.14 20.16 
Average common shares 

outstanding (thousands) .. FOSSA ESS 91,461 89, 543 87.236 85,879 85,193 
Other Statistics 


Dividends paid on common stock 
Capital expenditures ...........0.cccssessssee 
% Total debt to total capital 
Common shareholders of record 
Common stock price range .........s..+: isnot 
Number of employees — continuing 

operations (thousands) ...........cccccsece eee 34.0 


$ 125.4 § 1220 


398.4 4470 
54.1% 52.7% 
20,869 21,949 


$ 1202 $ 119.2 


513.7 484.6 
54.4% 53.8% 
23,327 26,457 


45-32 40%-23% 33%-17 39/4-25/ 


32.8 o29 


Includes a provision of $159.0 relating to asbestos-related insurance coverage 
“Includes a provision of $140.0 relating to o fumed silica plant in Belgium 


34.2 33.2 


Corporate Officers 


Chairman 
J. Peter Grace 


President and Chief Executive Officer 


J. P. Bolduc 


Executive Vice Presidents 

Robert H. Beber, General Counsel! 

F. Peter Boer, Chief Technical Officer 

Hugh L. Carey, Government Relations 
Jean-Louis Gréze, Grace Packaging 
Constantine L. Hampers, Grace Health Care 
Donald H. Kohnken, Chie! of Staff 

James P. Neeves, Strategic Planning 

Brian J. Smith, Chief Financial Officer 


Senor Vice Presidents 

J. Murfree Butler, [ask force Implementation 
Pamela J. Hamilton, Human Resources 
Christian F. Horn, Grace Ventures 

Peter D. Houchin, [reasurer 


Fred Lempereur, Grace Container and 
Specialty Polymers 


Pedro F. Mata, Grace Cocoa 
W. Brian McGowan, Corporate Administration 


Vice Presidents 
William L. Belew, |nformotion Systems 


Robert J. Bettacchi, Groce Construction 
Products 


Frederick E. Bona, Corporate Communications 
Antonio R. Ferré, Grace Latin America 

Alan D. Fiers, Grace TEC Systems 

James R. Hyde, Grace Davison 

Richard G. Kinard, Engineering 

Robert B. Lamm, Corporate Secretary 

Noel A. Lee, Grace Asia Pacific 

Shojiro Makino, Specialty Chemicals/Japan 
Peter B. Martin, !nvestor Relations 

William L. Monroe, Human Resources 

Susan A. Ollila, Pension Investments 

lan Priestnell, Grace Dearborn 

Bernd A. Schulte, Corporate Development 
Martin B. Sherwin, Commercial Development 
David B. Siegel, Deputy General Counse! 


William B. Sturgis, Grace Packaging/ 
North America 


Richard N. Sukenik, Controller 

Jacques Theumann, Grace Europe 
Francois P. van Remoortere, Research 
Elwood S. Wood, Grace Printing Products 


Directors 


J. P. Bolduc, President and Chief Executive 
Officer, W. R. Grace & Co 


George C. Dacey, Retired President, Sandia 
National Laboratories (government research and 
development} 

Edward W. Duffy, Retired Chairman and Chief 
Executive Officer, Marine Midland Banks, Inc 
[banking] 

Harold A. Eckmann, Retired Chairman and 
Chief Executive Officer, The Atlantic Companies 
{insurance} 

Charles H. Erhart, Jr., Retired President, 

W. R. Grace & Co 


James W. Frick, President, James W. Frick 
Associates (educational consulting) 

J. Peter Grace, Chairman and Consultant, 
W. R. Grace & Co; retired Chief Executive 
Officer, W. R. Grace & Co 


Ronald H. Grierson, Retired Vice Chairman, 
The General Electric Co., plc. (U.K ) 
(manufacturing) 

Constantine L. Hampers, fxecutive Vice 
President, W. R. Grace & Co 

Thomas A. Holmes, Retired Chairman, President 
and Chief Executive Officer, Ingersoll-Rand 
Company (manufacturing) 

Gordon J. Humphrey, Former U.S. Senator and 
Founder, The Humphrey Group, Inc 

(international trade} 

George P. Jenkins, Consultant to W. R. Grace 
& Co. and Retired Chairman and Chief Financial 
Officer, Metropolitan Life Insurance Company [life 
insurance} 

Virginia A. Kamsky, Founder, President and 
Chief Executive Officer, Kamsky Associates Inc 
(Far East consulting and investment banking) 
Peter S. Lynch, Vice Chairman, Fidelity 
Management & Research Company {investments} 
Robert C. Macauley, Founder and Chairman, 
Virginia Fibre Corporation (packaging) 

Roger Milliken, Chief Executive Officer, Milliken 
& Company (textiles) 

John E. Phipps, Private |nvestor 

John A. Puelicher, Retired Charman of the 
Board, Marshall & Ilsley Corporation (banking) 
Eben W. Pyne, Retired Senior Vice President 
Citibank, N.A. (banking) 

D. Walter Robbins, Jr., Consultant to 

W. R. Grace & Co.; retired Chairman of the 
Executive Committee 

Eugene J. Sullivan, Chairman Emeritus, Borden, 
Inc. (foods, consumer and industrial goods) 
Grace Sloane Vance, Educational, cultural and 
philanthropic activities 

William Wood Prince, Vice Chairman, 

FH. Prince & Co., Inc. {investments} 


David L. Yunich, Consultant to W. R. Grace & 
Co.; Retired Vice Chairman, R. H. Macy & Co., 
Inc. (department stores] 


Principal Board Committees 


Audit: Messrs. Duffy, Eckmann* Holmes, Phipps 
Dr. Frick 

Compensation, Employee Benefits and Stock 
Incentive: Messrs. Eckmann, lynch, Macauley, 
Milliken, Puelicher, Pyne* 

Corporate Responsibility: Messrs. Holmes, 
Yunich; Mrs. Vance*: Dr. Frick 


Nominating: Messrs. Duffy, Macauley, Milliken* 
Wood Prince; Mrs. Vance; Dr. Dacey 


*Chair 


Shareholder Information 


Annual & Quarterly SEC Reports 


Copies of Grace’s Annual Report on Form 10-K 
and Quarterly Reports on Form 10-Q may be 
obtained by writing to the attention of Annual/ 
Quarterly Report Fulfillment, W.R. Grace & Co., 
One Town Center Road, Boca Raton, Fl 33486 
1010 or calling (407)362-1380 


Annual Meeting of Shareholders 


Tuesday, May 10, 1994, 10:30 a.m 
Boca Raton Marriott+Crocker Center 
5150 Town Center Circle 

Boca Raton, Florida 


Shareholder Assistance 


Information regarding shareholder accounts, 
dividend payments, stock transfer and related 
matters should be directed to our transfer agent 
as follows: 

Chemical Bank 

P.O. Box 3068 

New York, NY 10116-3068 

(800}648-8392 


Trademarks 


Names italicized in the text of this report are 
operating units, trademarks or servicemarks of 
W. R. Grace & Co or its subsidiaries 


All Rights Reserved Printed in USA 
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The Grace 1993 Annual Report financial text was 
printed on Neenah Classic Crest Bright White, 75 
lb. stock, a recycled and recyclable paper 


The Grace 1993 Annual Report was produced via 
a web offset printing process, utilizing hot cir 
flotation dryers produced by Grace TEC Systems 


Design: Bloch Graulich Whelan Inc./New York 


W. R. Grace & Co. 

One Town Center Road 
Boca Raton, Fl 33486-1010 
(407) 362-2000 


